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that this expert is utilizing is based upon a 
that was put forth by Curtis, the very valuation 
v has testified to has anv meaning, the -- the 


alization that nobody has testified has any 


reality at all. 
THE COURT: Please sit down. I have sustained 
tion. 


Mr. Shinagel, would you go back on the record 


you would attribute on a financial basis the value of the 


$4.00 preferred stock as it exisied prior to the time of the 


recapitalization, based upon your valuation of the corpo- 


ration as 


it existed prior to the time of the recapitalizatio 


which was on the 13th. 


that th: whole structure would, 


A 


Right. Well, let me backtracks My feeling was 


worth a million dollars. 


have to ascribe the million dollars to the debentures alone 


Now, if we -- you see, under that basis I would 


THE COURT: I thought tnat you had assumed the 


million if the debenture holders did not surrender their 


ad2bentures, which of course you must. You understand that 


І hove ки] 


ЧАТ НН КТЕ 


ed that I can't take testimony based upon the 


"ороп o. completion of the plan that in in 


N | 


in terms of equity, would be 
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issue here, because this man voted no, or at least he claims 
he did. If so, his value is to be fixed as of the date 
before the plan and without regard to the plan, but taking 
all the known facts that existed on the 13th of September. 
A Well, I would like to, if I may just have two 
minutes,to reflect on this. 
MR. CASH: May I suggest a five-minute recess on 


this, your Honor? 


THE COURT: All right. I think perhaps I should 


talk to the lawyer: while the witness is reflecting. 


(Luncheon recess.) 


213a 


cpd ү, 
AFTERNOON SESSION 
| 1:40 Р.М. 
FRED OG d AN И ЯВ УИ resumed. 

THE COURT: Did you have enough time to compose 
your thinking during the luncheon recess? 

THE WITNESS: Yes, I did. Thank you, your Honor. 
DIRECT EXAMINATION CONTINUED 
BY MR. CASH: 

0 Mr. Shinagel, I believe, in an effort to pinpoint 
the wiole problem, will you first tell the Court what you 
feel the twelve thousand some-odd shares, what the fair 
value would be in terms of the Pennsvlvania statuté, as you 
were callod on to give this opinion? 

MR. FUCHS: I object, your Honor. I don't know 
that he testified that he is familiar with the Pein: -vania 
statute. 

THE COURT: Sustained. Let's start fresh. 

0 Mr. Shinagel, would you give your opinion rıow as 
to what you consider to be the fair value of the shares of 
stock in question. 

THE COURT: Following the financial method 
that he discussed this morning. 

That i8 corre t. 


A light. In "v opinion, the $4.00 preferred stock 


1$) 


сл 
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was worth $1.50 per share. 

Q Will you describe to the Court how you arrived at 
this particular figure? 

A I had valued the eauity of the companv on the day 
before this transaction at one million dollars, and that 
would be a company that had a ten million dollar long-term 
debt on its balance sheet, a thirteen million dollar deficit 
book value, and very poor prospects. 

And I had assumed in my valuation that whoever 
bought the company, that is, who wrote a check for a million 
dollars, would in his own assumption assume that he could 
make a deal with the long-term creditors, because otherwise 
he is back where he started, and it wouldn't be worth a 
million dollars. 

Taking a million dollars for the equity, I attri- 
buted one-quarter of that to the common sharcholders and 
three-quarters of that to the preferred shareholders, simply 
because one had to make a mental a?location. And, of the 
three-quarter portion to the preferred shareholders, I took 
50 per cent, or five hundred thousand dollars, for the $4.00 
preferred, and two hundred fifty thousand dollars for the 


*1.60 preferred. 


Since there are some 335,000 shares of the $4.0C 


preferred outstanding half a million dollars divided by 
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335,000 comes to $1.50 a share, 
Q Mr. Shinagel, did you use any other method to test 
valuation? 
A Right. 

What method did you use? 

A I examined the market price and market history of 
the preferred stock itself. 

MR. CASH: Your Honor, before I proceed any 
further with the questioning of this witness, I would appre- 
ciate the right to put into evidence the records of the 
Philadelphia-Baltimore and Washington Exchange, which deal 
with both the prices and the transactions for the period of 
time, both preceding and subsequent to the period in ques- 


tion, as previously agreed to by counsel for the Plaintiff 


having to lay the foundation of bringing anybody from the 
Exchange, 

MR. FUCHS: I am not sure that that is what we 
agreed to. Let me take a look at the document. 

THE COURT: Perhaps I can make it easier for you. 
I would certainly take the quoted published prices if that 
is what the exhibit reflects. As far as the other is con- 
cerned, 1 would have to rely on the agreement of counsel. 


CASI: This is what f agreed on with counsel, 


and myself, so that this can be put into evidence without 
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Because I would have had to bring somebody up to testify 
about this, and this is what our original discussions were. 

MR. FUCHS: Your Honor, I believe our original 
discussions state that the expert witnesses could testify as 
to what thcy believed the market prices and volumes were for 
the purpose of their expert testimony, to be given whatever 
veight the Court would desire to give it. 

I don't believe that we had stipulated to whole- 
sale allow a document in that has a great many figures per- 
taining to volume, pertaining to market price, that may or 
may not be relevant, that have not necessarily been testified 
to. 

THE COURT: If he made an investigation after he 
got that document, and he has the opinion that that is sub- 
stantially correct, I will take it as an indication of the 
volume. І won't take it as precise volume figures. But I 
think an analyst has to know -- has to have some substantial 


information as to what the general trends are in the market 


volume, the same as the aporaiser of real estate is aoing to 


look into the comparable sales of the property. 

MR, FUCHS: Your Honor, it hasn't even been 
established yet that the witness has relied upon this docu- 
ment. 


THE COURT: He can ask him. 
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MR. CASH: 1 am not even at that particular point, 
Your Нопог. But the point is this, your Honor: I had 
expected to make a part of the record the prices of the stock 
and the -- 

THE COURT: That I will take. 

MR. CASH: -- and the number of transactions 
these stocks, and this was based upon a discussion that 
with counsel the day before the trial when ho called me 
and asked me whether I would object to his witness testifying 
as to valuation -- as to quotations of Stock. And I said 
yes, I wouldn't have any objection if we can have some sort 


of guid pro auo. 


I would like to have the right, without bringing 


up che Philadelphia-Baltimore-Washington Exchange to do the 
same thing, because I have figures of the Exchange, and I 
told him I have figures both on the transactions as to the 
price being quoted in the transactions, and based upon that, 
I relied upon that representation, your Honor. 

MR, FUCHS: Your Honor, the representation I gave 
and thc discussior I had was exactly pursuant to the stipu- 
lation that we dictated here on the record at. the beginning 
of ther trial. If there is any question -- 

THI: COURT: Gentlomen, I am not going to start a 


trial within а trial 'о determine who said what to whom, two 
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|| 
2 | or three days ago, or even before that. So just show this 
f 
|| i e " 
3 | document to the witness, and {7 he can tell us anything at 
4 | all about the document, I will overrule the objection and 
5 take it. 
6 | Q Mr. Shinagel, have you seen the document before? 
s | 
" A ves, I have. 
| 
d Q Have vou studied this document? 
| 
9 || 
| А Yes, I have. 
| 
10 | 0 What is this document? 
li 
| : ux 
11 | A It is a record of the daily trading activity of 
2 || Curtis common, $4.00 preferred, $1.60 preferred, on the 
13 | Philadelphia-Baltimore-Washington Stock Exchange, for the 
|| 
| 
14 il calendar year 1972. 
| А 
15 | Q Based upon your study of this document -- 
il 
| 
16 | A An? you secured this at mv request. 
^ H 
M | Q And based upon your study of this document -- 
| 
18 || MR. FUCHS: І object to the question as it has 
1 
19 || not been established that he studied the document. 
| 
20 | THE COURT: Не hasn't finished the question. 
21 | Did you study tie document? 
| 
22 | Е 
|! А Yes, I did. 
|! 
2 Qo Did you make any analysis based upon your study of 
2А 


the document? 


| 


A таза, 
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| 
Would you describe to the Court what your analysis- 


THE COURT: Let's get past the document еб. 

Did you examine that document ? 

Yes, I gid. 

THE COURT: And form any opinion as to whether 
you think it reliably reflects the volume at which the 
securities were traded? 


A Of course it did. It is an official document of 


THE COURT: That is not the question. 


Did vou form an opinion as to whether this parti- 
cular document reflected the transactions of both the price 


and volume on the Exchange? 


the Exchange. | 
і 


А Right. 


MR. CASH: I offer this document into evidence, 
your Honor. 

MR. FUCHS: I object, your Honor. He has no 
expertise as to whether or not this would form any particular 
Opinion as to what the quantities -- as to whether or not 


this would be accurate as to what the quantities and the 


market price were. He is not an expert in that. 


THE COURT: I will take it for what it is worth. 


ef: ndant's Exhibit D received in evidence.) 
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| 
Mr. Shinagel, will you describe to the Court what 
you made with reference to these published figures? 
First I wanted to see what the average daily tradin 
volume of the $4.00 preferred was, to form a judgment of 
What the market was and what the company reasonably could 
absorb on a single trading day. I had done that analysis on 
a monthly basis, and then оп a daily basis, and I came up 
igure of between five hundred and six hundred shares 
pec day was the average daily trading volume in this stock. 
THE COURT: During what period? 
During the period January through October, 1972. 
THE COURT: What was it from January to July? 
January to July was a little higher. Just by 
examination, I would Say seven hundred, eight hundred shares 


a day. 


0 Mr. Shinagel, will you go on and describe what 
other analysis that you conducted in order to arrive at a 
conclusion? 


A Right. I noticed the price trend during that 


period -- over the whole period, the price range had been 


between 4-3/4 and 2-1/8, with the price trending downward 
throughout the time period. The 2-1/8 low was made in 
August, and I noticed that that was after the proxy material 


had been circulated. 
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The 4-3/4 high was made in June, before the proxy 


material was available. 


I also analyzed the trading volume for the pre- 
ferred and the common as related to the total number of 
shares outs nding, to test whether the preferred trading by 
Itself was representative of activity relative to the total 
number of shares outstanding, and whether the common was 
representative in relative activity. And I found that, 


proportionately, more preferred shares were traded during 


the prospéctus period, that is, Au ust and September, than 
È È 


common shares, which leads me to place greater emphasis on 


the preferred market value directly rather than trying to 


ascribe a derivative market value, that is, taking preferred 
value ari thon adjusting it for conversion, assuming a 
transaction. 

The preferred in August traded .68 per cent of the 
total shares outstanding, and in September traded .82 per 
cent of total shares outstanding. For the year 1972 to date, 
which means until trading was suspended in middle october, 
14 per cent of the $4.00 preferred shares were traded on the 
Baltimore Exchange. 

Now, by comparison, the common stock in -- this is 
the Curtis common stock -- in August traded .18 per cent of 


its total shares outstanding, and in September, .055 per cent 


to 


14 


15 


16 


17 


18 
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For the calendar year 1972 through October 16, onl 
4-1/2 per cent of Curtis common were traded on the Baltimore 


Exchange. That is,4-!/2 per cent of the Cv-tis common out- 


$) Mr. Shinagel, based upon this analvsis, what was 


your conclusion? 


A That certainly the preferred trading by itself 


- 


Was an adequate vard stick of Or speculator 
market activity, and that one PP need to rely on the 
common as the determinant of preferred value, from the 
point of view of market valuation. 

0 What was, from your study, the quoted price of the 
$4.00 preferred on September 13, '72? 

A The stock ranged between $3.00 and 2-3/4 and close 
at $3.00. 

0 In that figure, could you ascribe based upon your 


analysis, what factors went into making that particular 


"Ufico? 
THE COURT: What date was this? 
MR. CASH: This is September 13, your Honor. 
THE COURT: The stock market price as of that day. 
MR, CASH: That is correct. 
А It 1s my judy nt that the preferred on that date 


was worth $1.50 per share, and in anticipation of a success- 


L^ il 


os B 
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ful transaction the next day, that an additional $1.50 of 
value was reflected in the stock. 

О »*. Shinagel, based upon the evidence which 
indicotes that the plaintiff i. this lawsuit had 12,540 
shares, could vou describe to the Court what these shares in 
their entirety would be worth on September 13, 1972, on a 
market value basis? 

MR. FUCHS: May I object just for the sake of 


clarity. It's 12,560 shares, and that is what the evidence 


shows. 
MR. CASH: I am sorry, your Honor. 
THE COURT: All right. 
A It is my feeling that that biock of Stock, if it 


were placed on the market for a sale that day, would signi- 
ficantlv depress the market of that day. I recollect that 
the average trading vol. ? was six hundred shares; that that 
day actuallv five hundred shares were traded, and it would be 
my judgment that an insistent sale cf that day would bring 
the price down by 1-1/2 points to $1.50 a share. 

O Is this based upon your analysis of the trading 
recor. that you referred to before? 


А Yes, апа my: qeneral judqment of the security 


Q ts there anvthing in the general record of the 
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trading which occurred prior to the effective date which 
would lead you to this belief? 

A There were several days where blocks of two or 
three thousand shares, which were sianificantlv greater than 
the averaqe trading, depressed prices by three-quarters of 
a point. And in this case we are dealing with twelve and a 


half thousand shares, which is an order of magnitude of 


virtually ten times. 


MR. CASH: I have no further questions, your 
Honor. 

MR. FUCHS: If it please the Court, I am going to 
refer to Plaintiffs' Exhibit 2 for identification during my 


THE COURT: All right. 


questionincd. 
CROSS EXAMINATION | 
BY MR, FUCHS: 

0 Sir, are you being paid a fee by the defendant, 


Gruss & Co.,to testify here today? | 


А Мо. 


О , Excuse me, I am sorry. By the defendant, Curtis 
Publishing Company, to testify today. 


A Yes, I am. 


0 Will you tell the Court what you are being paid? 


өг 
mi 
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A | don't know yet. It is опа per diem basis. 
Will you tell me what arrangements you have made t 
| 
be paid on a per diem bas LS? 


r 
19, 


I 
Have you ever testified in behalf of the Curtis 
Publishing Company before? 


A Never. 


e When you were apprising the Court of the financial 
factors that you took into consideration in determining in a 


financial manner what the value of the preferred stock would 


be, didn't you say that one of the factors you took into 


account was your belief that the company could not continue 


in the present form as an on-going company, that it either | 
| 


had to liquidate or recapitalize or something, am I correct? 


^ Right. 

C Hypothetically, then, sir, if the company did not | 
have tc recapitalize and did not have to liqvidate, but was | 
able to continue as an on-going company, if we take that 


hypothetical, would it then not affect your valuation with 


respect to the value of the preferred stock, based upon your 
financial 

A If it did not havc to recapitalize? 

0 Thal is correct. 


A Mreaoret bead ds + would, 


25 
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Would it affect its value and increase it 


in value? 


It would increase it in value, 


С Am I correct that vou based your opinion that the 


company could not continue as an on-going company but would 


have to liquidate, on a portion of the prospectus that you 


read previously that Says, "All of the compzny's cash is re- 


quired for working capital and its operation will not suppor 


the present future interest in dividends burdens unless the 


company can be recapitalized promptly on an all-common- stock 


basis. Management knows of no alternative to a liquidation 


of the company in whici the holders of the debentures, 
(which are subordinated to general creditors on 
liquidation) would receive very little if anything, and the 
holders of the prior preferred and common stock $1.00 par 
value would receive nothing." 
Is that hat you based your belief upon that the 

company could not go ^n as an on-going company? 

A That, and t*e financial statements themselves. 

Q Well, do the financial statements themselves show 
whai prospects the company had for obtaining further canita’. 


or for obtaining further assets or further businesses? 


A No, they don't. 


P So, basically, sir, is it true, sir, that you base 


your opinion that thev could not obtain such further capital 
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and so forth from the statement in the prospectus itself, is 
that correct? 
A From this statement or other statements? 
Q From this statement. 
No, from that and other statements. 
‘heat other statements, sir? 
You would have to give me time. 
THE COURT: Talking about the statements that аге” 
ins ludcd in the exhibit there, number 2? 
A Yes, right. 
THE COURT: All right. 
There were other references, 
There is a reference in the projected cash flow on 
evo?ectiors are based on 
суару 
bv тапу factors, such as costs, revenues, results of liti- 
gation, wage levels, employee relations, taxes, postal rates, 
business controls, general economic conditions." 


The cash flow itself for the three-month period 


* 
ended September'72, under "Sources of Funds" -- and that was 


the quarter that we were in -- reflects an anticipated source 


of $105,000, in that quarter, which had been due and assumed 


to be paid on July 1. 


When you refer to a footnote on page 73 to the 
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financial statements, and I refer to footnote number 19, it 
says the quarterly installment of $105,000,due July 1, 1972, 


has not been paid. 


| 
| 
o But is there anything in those footnotes that 
indicates as to what would be happening subsequent to 
September 19/2 as to whether or not the company would be able 
to continue from that point that you just read? I mean, othe 
than the statement that I read to you, is there anythin in 
those footnotes that gives any indication as to what the 
situation might be had the company attempted to continue as 


an on-going company beyond 1972? 


A I don't really follow your question. 


Q I read from your statement of cash flow of 1972, 
but is there anything in the prospectus other than the state- 
ment that I had read to you from the prospectus earlier that 
indicates that the company would not be able to obtain funds 
and turn itself around after 1972? 

A Well, the -- I would like to :se the word inferencet- 


was that unless Mr. SerVaas was involved in the company, that 


the company itself had no means to ra idditional capital. 
А, Was Mr. SerVaas involved in the company at the 
time? 
A | believe he war the president, 


t De von know whether Mr, Servaas had any interest in 


wo 


10 


11 


12 


13 


14 


15 


16 


17 


18 


19 


| | 
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the company at the time so that he would be involved in the 
companv? 


A Oh, ves. 


Q He did have an interest in the company? 


well, would you say with that interest in the 


company that he had at the time that he would be interested 


in aetting more involved in the company to see that it would 


© с V 
obtain greater assets in the future and become able to 
continue as an on-going company? 


A I would presume so. 


I found another reference, 


б All right. The answer was that you presumed he 


would be interested, is that correct? 


A Yes, Of course. 
QO What is the other reference? 
A On page 9, "A purpose of this Plan is to enable th 


company to attempt to obtain credit for the conduct of its 


business. Credit has not been available to the company for 


some time, excent for limited advances which had been per- 


sonally guaranteed bv Mr. SerVaas. 


"Another purpose of tho plan is to make the compan 


more attractive for purpones of merger or similar business 


Combinations in order that some portion of the tax loss may 
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However, the tax loss may be subject to sig- 
nificant reduction." 
0 So, in other words, you are talking basically in 


those statements, of inferences of pessimism based 


upon not having any credit in the past, 1 that correct? 


Right, or currently. 
Currently? 
Currently. 
You have го indication whether or not there could 
any credit in the future, is that correct? 
Well, the statement is the company has no -- not 
available to the company. 
0 If I mav show vou Plaintiffs' Exhibit 1, I refer 
you to the paragraph that you read on direct, and that I 
reiterated to you, and requoted to you from the stand, that 
says, basically, that unless the company can be recapitalized 
promptly, management knows of no alternative to a liquidation 
^f the company, et cetera, as I read before, and you testi- 
fied that based upon this and the other things that you 
mentioned, vou were of the belief tha* the company would have 
to liquicate or recapitalizo, is that correct? 
Richt. 
\ 
Q І ask you tc read the very next paragraph that 


begins, "The alternative." 


to 


10 


11 


12 


13 


14 


15 


' 16 


17 


18 


№ 
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Please read it out loud. 


A "The alternatives to the proposed plan of recapi- 


talization and acquisition which the board of directors has 


' 
considered include voluntary liquidation or continued 


operation until either the company's resources are exhausted 


Or its operations beccmn: more stable." 


О Is there any indication to you “om that paragraph 


as to hcw long the company could go as an on-going company 


until its resources were exhauste4? 


A Not from that paragraph, out fin my own experienc 
I would judge it would be a cuestion of six months to a year. 


С\ Is there anv indication from that paragraph as to 


whether or not the company might perhaps taie 
theother alternativo and stabilize, as that statement says, 
exhaust its resources or become stable? 

A It is an alternative, ves. 

О “ould you say there might be a possibility from 
the two paragraphs you read today that perhaps there mignt 


have been other alternatives besides a liquidation? 


A in my opinion? 
Q Yag, 
A In my opinion, that was a catch-all phrase to 


cover the company in case something beneficial hanpened, 


mean, there is alwavs -- lightning could strike. But the 


| 
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evidence that had been presented in the prospectus 
one of disaster, not of continuing operations, 

THE COURT: We will take a short recess at this 
time, gentiemen, for about ten minutes. 

(Recess. ) 

CROSS EXAMINATION CONTINUED 
BY MR. FUCHS: 

Mr. Shinagel, you categorized the second paragraph, 
which vou read on page nine of Plaintiffs' Exhibit 1 for 
identification,as sort of a catch-all phrase that indicated 


that for any possibility, if lightning struck and so forth -- 


A Is it at all possible that such a statement might 
be indicating that what this vlan was all about was a volun- 
tary recanitalization rather than a forced recapitalization? 

A I thought it was voluntary. 

It was a voluntary recapitalization? 
That's my understanding. 
ee. 


I don't think any one was forced to do anything 


Were they about to go into bankruptcy if they 


there anvthing in there that indicated they were 


jio into bankrupley in view of this пасол] paragraph? 
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A No, по, Bankruptcy was not the contention; it 

liquidation, not bankruptcy. 

О When you talk in terms of insolvency, what do you 
mean when vou say the company was insolvent pursuant to 
these financials? 

A That after a period of time it won't have enough 
working caoital to meet its obligations. 

Q That is assuming, again, that the conditions stay 

are as at the time the financials are taken? 
Right. 


Q Mr. Shinagel, what did you testify was, in your 


Opinion, the overall equity value of the company, giving in. 


effect the speculative aspect, such as Mr. SerVaas -- 


THE COURT: Don't ask him what he testified to, 


ask him a question. 


о Was it а figure of approximately a million dollars: 


A Correct, 


Q And this was as at September 13, 1974, correct? 
A Correct. 
Q Do you know what the market price was for all of 
the securities of the company as of September 13, 1974? 
Excuse me, 1972. Please let the record reflect 
I mcan 1972. 


A | think it night be in the area of three million 
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dollars. 
Q About three million dollars? 
A Yes, 

Your speculation with respect to what the equity 
wou’. be vou would say is more accurate than the public's 
speculation, 50 to speak, as reflected by the market, is 
that correct? 


A Right. 


0 Can you tell me why, sir? 


A 4011, I was working on the basis, in my 


valuation,of someone writing a check for a million dollars, 


which is a more concentrated form of money than the indivi- 
dual speculations of an individual market. 

9 So, in other words, you were thinking in terms of 
what the value would be if one person had to buy out the 
entire company, is that correct, or one entity had to buy 
out the entire company? 

A Or a group. Someone had to write a check for a 
million dollars and that can -- I was thinking in terms of 


an índividual, an entrepreneur like Mr. SerVaas, who had the 


capabilitv. 
Lct me ask you this: 
You discussed the volume of trading frequently 


throughout your testi^ony. 
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What significance do vou place on the volume 
trading in your testimony? 
A Just it's : matter of fact. 


Q But what significance did you attach to it? Why 


did you refer to the volume of trading in coming up with yo 


various opinions? 

A Well, there were two areas that í wanted to deal 
with. One was, could the market absorb 12,000 shares in a 
day, and so I wanted со have a feeling what the trading 
volume was. And the other was whether the preferred relative 
to the conmon was trading on its own or whether the preferred 


value was only derivative from the common value. 

0 In determining whether or not the market could 
absorb the shares, did you come to a conclusion that the 
market could absorb the 12,560 shares at the price that the 
preferred was selling at? 

A At the price of $3.00 or a price of -- my conclusio 
was that the price had to be significantly depressed. 

Q Did vou base your valuations on such significantly 
deoressed price? 

Not my financial valuation. 
О Did you base your so-called market value consider- 


ations upon that? 


A The market value corroborated my financial value. 


N 
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O But did you place your market value considerations 
upon such a discount as a depressed sale? 
A NO. 
o Did vou examine whether there was any over-the- 


counter trading in those current securities? 


A I did not. 

О Do you know whether there was апу? 

A I do not. 

Q You stated that there was greater volume of the 


trading in the preferred stock just prior to the time that 
the recapitalization went into effect than there was in the 
common, is that correct? 

A Relative to the shares outstanding. 


Q Right. 


You said that, therefore, that the market value of 
the preferred stock would, thus, be a more accurate indicator 
than the market value of common stock because of the fact 


there was more trading in the preferred. Is that what you 


said? 

A Well, the point I was developing in my mind was 
really in response to a different type of argument, and that 
is, is the common stock the real determinant of the 


preferred stock market price? And I have concluded that the 


common stock is not a determinant of the preferred stock 


A 


~u 


237a 


Shinagel-Cross 


you this, sir. 


че hypothetically that a recapitalizati 


Р 
Was announced 


by Curtis as to which the holders of the pre- 


ferred shares were not going 


co be getting good treatment as 


opposed to 


some other 


Securities, what would you expect the 


activity on 


che market to be with respect t uch preferred 


Stock? 


MR. CASH: 


Your Honor, I object to using a hypo- 


thetical. 


THE 


COURT: I will let him answer 1%. 


А Т 


would think 


that the preferred stock would sell 


lower than it would otherwise, because there would be a de- 


Sire to 


sell it. 


o Would you 


say there wouid be a greater activity in 


the market in the preferred than otherwise because there 


might be a desire to sell At? 


A It could. 


So ther, therefore, 


might it not be that the greate 


activity in the market of the preferred 


stock before the plan 


went into effect was due to the effect oi the plan as opposed 


to any particularly 


true indicator of what the value of the 


preierred stock was? 


you a'e arking me for a value judgment 
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whether the plan was no good, isn't it? 


I am asking you if that is a possibility that 


THE COURT: Well, anything is possible. you ought 
to direct your question to his professional judgmen*, what 
he believes or does not believe in exercising the expertise 
which he claims in this field. 

Frame a new question, please. 

Q In referring to th? market price on the valuation 
day of the preferred stock, \ ich I believe you testified 
was three something, and you said that you would equate it 
at $1.50 rather than iree something that it was sold St; if 
the preferred stock -- if the market value of the preferred 
stock was depressed because of a poor deal, wouldn't you 
expect then perhaps -- wouldn't vou expect, then, that per- 
haps the true value of the preferred stock might be over the 


three dollars rather than less than three dollars? 


MR, CASH: Your Honor, I object. 


THE COURT: Sustained, 

Do you have an opinion as to how long it would 
have :aken in early 1972 to dispose of this block of stock 
without affecting a change in the price? 

THE WITNESS: We have some guidance in that 


regard іп that the S,.",.C. has a regulation that if a company 
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wants to buy back stock, it shouldn't influence the market, 


your volume can't be more than ten to fifteen per cent of 
the total volume. 
In that regard, if it is fed in Or out at that 


lot 


rate, it is believed to influence the market either way. 


and the rule of thumb that I know of is that you can't -- 


The market itself was 47,000 shares for the whole | 


| 


1972 through October, and 15 per cent of that would be 7,000 
shares, so about two-thirds of the block could have been 
absorbed, I think, without infliencing the market over the 


nine-month period. 


O Sir, in deciding how much of the equity in the 


company you would have given to the preferred shareholders, | 
I believe you said the three-quarters would be given to the 
preferred shareholders, is thet correct? 

A Right. 

Q And a quarter to the common stock? 

A Right. 

Q How did you arrive at the figur^ that a quarter 
should be given to the common stock? 


A "ell, the problem in an exercise like that is the 


common docs not deserve anything, but you have to preserve i 


to keep it, because the common preserves your structure and 


your sharcholder bod and it is a mental pushing around of 
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numbers in that 50-50 мс 1d have been too much and 25 seamed 


-- in the orders of magnitude that we have been talking about, 
seemed not unreasonable. 
4 mere a company was completely insolvent to the 


point of gcing under, are you aware of any custom where 


generally you completely take care of the senior securities 
first in such a reorgsuiization without givina the common 
stockholders anything? 

A By senior, you mean debt, also? 

Q Debt and preferred sharehoiders. 


A Yes. 


If you tried to preserve the shell, I mean other 
than bankruptcy, and I'm not a bankruptcy expert, I think 


there is a distinction between reorganization and recapital- 


ization, and it is my experience in recapitalization that yo 


preserve the common class so they have something, and in 
reorganization, I think all bets are off. 

О When do you have a reorganization as opposed to 
a recapitalization? 

A I think a reorganization comes out of a court 
proceeding, and a recapitalization і < voluntary on the part 
of the company, but i'm not a legal expert, and I think this 

legal vuestion. 


So the figures that you were utilizing, sir, were 
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basically thinking in terms of an on-going company and a 
voluntary liquidation, again, rather than a forced situation, 
is that correct? | 
A Correct, correct. 

MR, FUCHS: Your Honor, may I have a verv short 
recess to discuss the matter with my client for two minutes 
at this point? 

THE COURT: Yes, c^rtainly. 

(Recess.) 
CROSS EXAMINATION CONTINUED 
BY MR.FUCHS: 
e When vou were referring to a receiver buying the 


company fcr a million dollars, were you referring to a 


receiver buying it for a million dollars with the debt in- 


volved in the company, that is, the bonds and so forth? 


A That's right. But т also in my mind made the 


assumption that the receiver had the intention and also had 


the personal conviction that that debt could be looked over, 


because the debt is a stranglehold. 
THE COURT: Were the holders of this debt ina 
pe sition to cause the corporation to cease doing business? 
THE WITNESS: Not vet, 
THE COURT: What would they have to have before 


they could comvel a d*ssolution? 


21 


25 
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THE WITNESS: You see, this was an income yenture, 


which means interest is only paid wetter earned, and I 
believe that the debenture holder really had to wait until 
1986, until maturity. 

THE COURT: One more thing as long as I have 
interrupted. 

You have read page seven, I take it, of Exhibit 


It says there the ratios were determined with a 


view to giving the debentures and preferred stock five times 


their average market value in terms of the average market 
value of the present common stock. 


THE WITNESS: Right. 


THE COURT: Can you tell us where that word 
"five" or that figure of "five times" comes from? 

THE WITNESS: It has puzzled me and I can only 
give you mv professional guess. 

THE COURT: If it is a professional guess, I 
don't know if it,is a guess or not. 

THE WITNESS: The debenture was trading at $20 a 
share and a factor of five brings it to par, but the impor- 
tant thing in my mind was that the preferred was treated on 
equal rank with the debenture. 

THE COURT: Five timen what? 


THE WITNESS: Five times the preferreds' average 
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value. 

THE COURT: Average market price? 

THE WITNESS: Right, average market price. And 
that 1-5 a deal that was Structured between the debenture 
holders and the preferred shareholders, which led to this 
recapitalization. 

THE COURT: Was it or was іі а í gure which the 
board of directors evolved from some place? 

THE WITNESS: My professional guess is that it -- 
the preferred is treated in equal rank with the debenture 
and that is generous. 

Q Which class of preferred is treated? 
A Both classes of preferred. 
Were they treated equally? 


I really only studied the $4.00 preferred, so let 


You say the $4.00 preferred was treated equally 
м: ih the debentures? 
^ Right. Its market price was calculated at five 


times as was the debenture price, and that was then a criter- 


ion for -- 
Q Sir, you say they were treated equaliy if you 
assume if :':év were actually each given five times their 


market valuc. 


сл 
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A Right. 
Q But you have not testified that, in € fect, the 


^" 


number of comnon shares that they were given was, in fact, 
actually equivalent to five times their market value, is 
that correct? 


THE COURT: Doesn't that appear from Exhibit 7? 


A Yes. I thought it was evident on page 10. 

Q Page 10 of wh*t, sir? 

A Qf Exhibit. i. 

О Mov т see what you are referring to, please? 

A Sure (handing). 

) Is that assuming that the period of time over whic 
the r.rket value was taken is a relevant period? 

A Yes. The pe: ^ of time that was used was the 


average of a period of .»nths, September 1971 to February 
1972. 


О Is normally that the period, that type of period, 


one that would be utilized in recapitalization? Is there 


anything Һас you could point to that would be particularly 
accurate about: that period? 

A No, no, I don't, I can't, except it is a long 
period of time. 


0 Ii | were to tell you that hypothetically during 


that pe,iod o; time the market values were such that the 
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$1.60 preferred stock would be treatei much better by 
utilizing that period of time than they would for any other 
period of time, would vou begin to wonder whether that was 
an appropriate period of time to utiiize? 
I object to that, your Honor. 

THE COUR 7: Sustained. 

Did anything happen to the fortunes of this company 
between February 1972 an” September 13 which affected its 
value, in vour opinion? 

THE WITNESS: I'm no- aware of anything. It is 
between September 1971 and Febru cy 1972. 

THE COURT: No, I mean between February 1972 and 
the date of the meeting. 

THE WITNESS: I'm not aware of ary. 

o Sir, what was the amount of corporate debt involved 
on September 13, 1972 that you were referring to again? 

A Let me look at the -- 

0 Please, 

A Are you referring to long-term debt or are you 


referring to current liabilities? 


O I am referring basically to the debt securities. 


A The debt securities as of March 31, 1972 were 
almost ten millior dollars. 


You are saying those debts were included when 


to 
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somebody would buy the company for one million dollars, is 


that correct? 


Well, this is the balance sheet as of March 31, 
1972. YOu are talking about a transaction ас of September i 


1972. І have not seen a balance sheet as of September 13, 


1972. 
Q I see I see. I am talking about September LL 
1972. 
A I have not seen a balance sheet as of that date. 
Q0 ls there anything that would indicate to you as 


to whether there had been anv Significant change in the debt 


between March and September 1972? 


A I think there was a transaction to retire some of 
the debt. 

o How much of the debt? 

A One or two million dollars. 

0 So then roughly you might say in September ]. 72 


there might have been eight million dollars worth of debt? 


A Right, yes. 


the company for a million dollars would be actually paying 
someting like nine million dollars for the company between 
assuming s debt and paving cash, they arc actuallv paying 


0 So wouldn't it be true, sir, that somebody buying 
niae million dollars “ог the company, is that correct? 
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A lell, I don't think he would pay nine million 
dollars. 
You said he would pay one million dollars, correct 
Yos, and he's got an assumption in his mind that 
going to be able to deal successfully with that debt. 
О That he is going to be able to deal successfully 
with tha. debt, right? 
A Yes, because the debt itself is an unnecessary 
albatross on the company's balance sheet. You can't do 


any*hing with that debt. 


О So aren't you assuming, thon, actually that the 


person who would buy this for a million dollars wodd have in 


mind that he could wipe out the debt and get the company 
going? 

A Right. 

Q Yet in your opinion somebody would pay a million 
dollars for it? 

A But there is the risk that he may not succeed, 

Q But you are saying that somebody would do it for 
a million dollars, is that correct? 

A Yes, I think that's -- 

Then you are saying, then, that Somebody would pay 

a million dollars and take over that type of debt. Wouldn':* 


you assume ihat if the company feallv had ver* little chance 


tw 
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of continuing without liquidating that somebody would nct 
penny for it? 
MR. CASH: Objection. 
THE COURT: Sustained. 
MR, FUCHS: I have no further' questions. 
MR. CASH: I have no redirect, vour Honor. 
THE COURT: All right, you are excused, sir. 


stand 


JÜ UL 


oatn, 


DIRECT 


BY MR, 


(Witness excused. ) 
MR. CASH: The defendant rests. 
THE COURT: The defendant rests. 
Does the plaintiff have anything further? 


MR. FUCHS: Yes, I have a very short rebuttal. 


I would like to call Mr. Julius Anreder to the 


brieflv. 


IOUS RN RIN ED E ВЕ, called in rebuttal, having 


previously been duly sworn, was examined and testified 


follows: 


THE COURT: You are reminded you remain under 


Mr. Anreder. 


EXAMINATION 
FUCHS : 


In your discussions with Mr. SerVaas prior to the 


' | I"! g 0n you previously test £p ied lo, will you please 


1 
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tell me what topics you discussed? 
MR. CASH: I object, your Honor. 
THE COURT: Yes. No prover foundation. Time 
and place and who WaSprescnt must be fixed. 

0 Did there come a time when vou had a meeting with 
any of the officers or directors of Curtis Publishing 
Compan“? 

A Yes. As I testified yesterday, I had several 
meetings, several with Mr. SerVaas personally and one with 


the committee of the board of directors. 


C Could you please tell me to the best of your 


ability on what date you had meetings with Mr. SerVaas? 
They were several times in the summer of 1972. T 
would guess within about a three or four month period, 
beginning around June, sometime. 
0 What vear? 


Inm 1971. DR sorry. 
С 


could you please tell me who was present at these 


meetings with Mr. SerVaas in June -- 


THE COURT: Let us take oremeeting at a time. 


Let u^ take the first meeting and the second or whatever 


meeting vou want me to hear about, but I can't take testimony 


bunches, 


whei heı ! п 4 meeting on 


XXX 


~ 


23 
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7 Yes, I do. 

су Could you please tell me who was present at that 
meeting? 

A Mr. SerVaas and I. 

Q And who, please? 

A And I, and me. 

0 Was anybody else present? 

A No. 


ө, Do you know where that meeting was held? 

A My recollection is that it was a breakfast meeting 
at the Waldorf Astoria. 

Q Can you please tell me to the best of your | 
do you recall what was discussed at that meeting? | 

A I don't recall it per se now, I recall it after | 


examining a memo that I had dictated right after that meeting 


I will show you a document and I will ask vou 
whether or not this is -- 
THE COURT: Mark it for identification. 
(Plaintiffs' Exhibit No. 14 wae marked 
for identification.) 
e ] ^how you a document, Mr. Anreder, marked for 
аспі: гаса! ion as Plaintiffs' Exhihi: 14. 


Could you ptease tell me whether or not this 
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particular document refreshes your recollection in any manne 
as to what was discussed during the June 23, 1971 meeti,.g? 


At this time, your Honor, I would like 


to move that any line of questioning with regard to a 


meeting held more than a year prior to the date in question 
g у ] 


be struck because it is completely irrelevant to the issues 
which may exist a year and a half later. 

THE COURT: I don't know, you soe, 
Xnowing what he said, whether i* would be relevant or 


So I will have to permit him to proceed. 


Q Please proceed. 


THE COURT: Just answer the question yes or no. 


Does it refresh your recollection? 


now state to the Court what was discussed at that 
23, 1931 meeting? 
A Well, there were several topics. Generally, the 
ate of the company and its ability to continue to going on, 


the advisability of having some sort of recapitalization 


Mr. SerVaas's reservations about certain types of re- 


vations or recanitalizations of the company, and that's 


۷ 


abon 


Generally, -he state of business of the company. 
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t2 


MR. CASH: Then I must reinstitute my objection 


3 as he is discussing the financial status of the corporation 


1 a year and a half prior to the date of valuation. 
5 МВ. FUCHS: Your Honor, there was discussion at 
| | 
6 | that Lime about recapitalization that -urred with a major 
я | 
„ stockh of the company that very well could have led to 
8 . : i 
the reca -lization here in question. 
9 THE COURT: Supposing it did, Mr. Fuchs, T don't 
10 | see the relevancy 
|| 
| i , : 
11 | I ат taking financial data which is in these 
2 | 
1 i exhibits, which are already ir evidence, which go pack 
li 
" | before this time. 
14 || i | TP 
| MR. FUCHS: Your .íonor, if there is any admission 
15 || i 
i in such a meeting by Mr. SerVaas and, thus, by the defendant 
| 
16 || : ; ‚ 
аз to whether or not the company would have to recapitalize 
К! ^ : i À i 
| Or continue, I believe it will certainly have some probative 
18 | MT . 
| value as to whether or not the company could have been main- 
PR 19 | à; - { : 
| tained as an on-going corooration,as stated by Mr. Anreder, 
20 | i 
or not, or -- 
1 
21 | THE COURT: The witness has stated that he 
| 
|! 
" , ‚ А 
2 | assumed and believed that it could be continued as an on- 
| 
23 going compan’, 
Р : : 
и MR. FUCHS: he only testimony ir the expert 
25 || 


Кес + гоз? 
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CHE COURT: Let us get right down to the memoran- 
you offering the memorandum? 
Mr. Anreder, does that memorandum state anything 
respect to any discussion that there might have been 
to whether or not the company could survive with or with- 


a recapitalization? 


te what the memorandum says? 
A The second paragraph of the memorandum says, "He 
claims that the company is now not losing money and that he 
can kecp it going indefinitely. The major problem is Holida 


magazine, whici has an eleven million dollar subscription 
liability and made money in only three of the first five 
montns. At the present time, Holiday is non-saleable, ' 
and if there was any way he could get rid of it without 
paying oft t* "ubscriotions, he would do SO, but he men- 
tioned that the company was not losing cash, and that they 
could «een on going indefinitely. 
e Do you recall whether you set forth that paragraph 
on the memo stating ihe cruth as you knew it t the time? 
MR. CASH: Your Honor, I move to strike tnis as 
TOME 


TEE COURT: He can use the memorandum to refresh 


recollection, but I don't see tco much relevancy 


! 


94 


- 
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in tho testimony. The man expressed the opinion that he 


thought the company could continue indefinitelv, and that is 


his opinion. He is entitled to have it. 


MR. FUCHS: Then I think it might be an admission 


as to whether or not the president of the company felt the 


companv had to liquidate or not, and 1 think this might have 


some bearing on -- 
THE COURT: I won't take it as an admission. 


Howevcr, such an expression of opinion by the president, 


if it was made to this witness, does affect the market value 


of the shares because wil that information is cranked into 


the market, you know. It keeps people from selling or makes 


people want to buy. If he said it to this analyst, he pro- 
bably said it to others. 

І will let the testimony stari. Let -s go on to 
something else. 

MR. FUCHS: At this point, I would like the 
document that is marked as Plaintiffs' Exhibit No. 14 for 
identificn ‘on introduced into evidence bv the plaintiff. 

Тз COURT: 1 have permitted him to use it to 


refresh his recollection, and he has testified to the con- 


versaticn in itt, so I don't see that we need the memorandum. 
MR. FUCHS All right, I will concede that. 
Tiles COURT: I will take the conversation, that 


o- 
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was the opinion of SerVaas at that time, fcr what it is wort 


Mit. FUCHS: I have n» further questions of the 
witnecs. 
TUB COURT: Is there any cross examination of 
this witne 
MR. CASH: І Һа: no cross examination, your Honor. 
THE COURT: All right, sir, you can step down. 


(Witness excused. ) 


THE COURT: Are you resting? 
MR. CASH: Defendant rests, your Honor. 
MR. FUCHS: Plaintiff rests, your Honor. 


THE COURT: All right, gentlemen. 
Off the record. 
(Discussion held off the record.) 

THE COURT: Let us go back on the record. 

Post-trial memoranda, which I hope will be short 
and to tho point, will be exchanged within two weeks follow- 
ing the receipt to the attorneys and the Court of the filing 
of the transcript of the trial. 

Each of you is responsible for your own exhibits. 


Thank you, gentlemen. Decision is reserved. 


— ——— —— € — 
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Name Direct Cross Redirect Recross 
"Wilkinson 19 
Oscar Gruss 22 26 
Julius Andreder 31 43 55 
(resumed) 58/212 147 154 
Fred Shinaael 161 188 
EXHIBIT INDEX 
Plaintiff Identification — —  r 
H h 
2 23 49 | 
3 33 ! 
4 60 
5 61 61 
6 62 
7 73 78 | 
8 107 | 
9,10 118 
11 128 
12 130 132 
13 136 
14 213 
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FINDINGS AND CONCLUSIONS OF BRIEANT, D.J. 


tgant, Je 


By their complaint, filed January 17, 1973, plaintiffs// 


Stated a claim based upon claimed violations of §§14(a) and 27 o£ 
the Securities Exchange Act of 1934 ana certuin rules and regula- 
tions adopted under that Act, montioned below. As to that claim, 


this Court has exclusivo subject mattor jurisdiction. 15 U.S.C. 


$78aa. ^ Г А 


. 5 


\ 


Plaintiffs also ploaded а second count based upon 
§§515 and 810 of the Pennsylvania Business Corporation Law con- 
cerning appraisal of sharos of dissenting owners. As to this 


second claim, the Court has pendent jurisdiction. 


e ' 
—MWithdrawn prior to trial. This action was tried before the Court 


A third claim wag 
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‘without a jury on October 10 ana 11,. 1974, and decision reserved 
pending receipt of post-trial momoranda which have now been 


considered. 


Certain facts have bean Stipulatod, and need not be 
repeated hore. In addition, familiarity with our  ««0randum 


decision dated July ll, 1973 (361 F.Supp. 58) is assumed. 


Defondant ("Curtis") is a Pennsylvania corporation with 
its principal place of businoss in Indiana, although at all rele- 
vant times, Mr. Bourt R. SerVaas, Chairman of tho Board and Chief 
Executive Officor, had his office at Philadelphia, Pennsylvania. 
Plaintiff Oscar Gruss and Son, a Now York partnership, sometimes 
referred to as Gruss and Son, isa stockbrokerage firm, and a 


Momber of the New York Stock Exchange. Plaintiff Oscar Gruss 


("Mr. Gruss") is a genoral partner thoroof. 


t all relevant times Gruss and Son was the record 


holdor of moro than 12,560 sharos Of the $4.00 Dividend Series, 
Preferred Stock o£ Curtis, and Mr. Gruss was the boneficial owner 


of ‘that number of sharos ("the stock"). Under date of July 27, 


1972, Curtis sent a notice of Annual Meeting, and proxy solicita- 


tion materials to its shareholders of record giving notice of a 
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meeting to be held in Philadelphia on September 14, 1972. 


Included among the stated purposes of the meeting was a vote 
upon the adoption of a plan of recapitalization. Among the 

many details of this plar was a provision for the mandatory 
conversion of each outstanding share of the aforementioned series 
of Preferred Stock into 1.54 а of пем common stock without 
par value. The plan also converted the $1.60 Dividend Series, 
Prior Preferred Stock into 0.°3 shares of new common stock, and 
effected a one for ten reverse split of the existing $1.00 par 
value common stock into 0.10 shares of new common stock without 
par value. As a part of the plan, the company proposed to issue 
9.84 shares of its new common for each $100.00 principal amount 
of 6% subordinate income debentures due 1986. These debentures 
Outstanding in the principal amount of $6,455,000.00 carried 
approximately $2,470,000.00 in accrued interest as of May l, 
1972. These debentures and the accrued interest would be 
eliminated as a liability of Curtis, and all accrued but unpaid 


Preferred Stock dividends were also eiininated, S 


The proxy statement at p.49 attempted to summarize the 


appraisal rights granted to dissenting shareholders by the laws of 
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Pennsylvania. It provided in relevant pa-t as follows: 


— 


"APPRAISAL RIGIiTS 


ce 


The Business Corporation Law of Pennsylvania 
sets forth certain rights and remedies applic- 
'able to holders of shares of Prior Preferred 
Stock of Curtis who may object to and Zesire 

to dissent from the cancellation of their 

right to receive dividends which have accrued 
but have not been declared. The following 
brief summary of such rights and remedies does 
not purport to be complete and is qualifiedin 
its entirety by reference to Section 810 and 
515 of such law, a copy of which appears in 
Exhibit C hereto. Under such provisions, a 
holder of Prior Preferred Stock of Curtis who 
wishes t5 demand payment of the fair value of 
his shares must file with Curtis, prior to the 
commencement of voting by shareholders upon 

the Amended and Restated Articles of Incorpora- 
tion, a written objection thereto and must not 
vote in favor of this Proposal. Voting against 
the proposal or giving a proxy to vote against 
it will not constitute such a written Objection. 
In, addition, such shareholder must, within 20 
days after the date on which the vote on this 
proposal was taken, make written demand on 
Curtis for payment of the fair value of his 
shares, stating the number and class and series, 
if any, of the shares owned by him with respect 
to which he dissents. Within 20 days after 
such demand, such shareholder must submit his 
certificate or certificates to Curtis for 
notation that such demand has been made." 
(Emphasis added.) 
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At page 92, certain statutory provisions of the Pennsylvania 


Business Corporation Law providing for dissenters' rights were 
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‘set forth. The words of the statute, as copicd, read “the 


holder of any outstanding shares ... who shall object to such i! 


amendment and comply with section 515 of this act. ...." . $ 


(Emphasis added. ) 


Exhibit 1, a letter under date of September 12, 1972, 1 


B was prepared at Mr. Gruss' diroction by Julius Anreder, a 


securities analyst e ^'^ 3d at Gruss and Son. After concluding 


the fair value of his shares, Anreder, 


that it would be desirable for Mr. Gruss to exercise dissenters' 
rights and demand payment of 


an intelligent person having a reasonable degree of experience in 


such matters, and having read Curtis' proxy solicitation materials 


carefully, wrote the letter for Mr. Gruss, мао signed it, and 


sent it registered mail to Mr. SerVaas. In reliance on a fair 


interpretation of the portion of the proxy statement which relates 


to dissenters' rights, Anroder, acting for Gruss, concluded that 


the beneficial owner could exercise tho dissonter's rights. Ho 


took all reasonable and necessary stops to protect Mr. Gruss' 


rights in the matter by complying with the! first condition precedent 


of tho Pennsylvania statute. 


The letter of September 12th, (Exhibit 1), was actually 
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received by Mrs. Margaret D. Wilkinson, who was the personal 


secretary to Mr. SerVaas, and was also Vice Prosidont and 


corporate Secretary of Curtis. Mr. SerVaas was one o£ .the 


‘persons designated to act as proxy on Curtis' official proxy 


form, which contained provisions"by which a holder could direct 


his vote fur Or against the plan of recapitalization. 


The September 12th letter reached Mrs. Wilkinson prior 


‘to the shareholders meeting. She ramembers receiving it. After 


the litigation was commenced, the original letter and envelope 
‘was found in the files of Curtis' Philadelphia attorneys/ unac- 


companied by any proxy form. 


' | | 
І find that Mrs. Wilkinson delivered the leitor and 


its original envelope to the Philadelphia attorneys for Curtis, 

Mrs. Wilkinson is an experienced business exocutive, holding a 
responsible job which requires substantial secretarial capabilities. 
The letter on its face says that a negative proxy is enclosed, 


and at the bottom left hand corner of the letter the customary 
legend "Enc." appears. Ordinary business practice would requiro 
; i 
, ай experienced executive secretary'on receiving suci a letter 
i Pg ; ke sa Ns ALD Ж ; 
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to observe the absence of the claimed enclosure, if in fact the 


т 


enclosure was missing. Ordinary business practice also would 


have required her to write or telephone the sender of the letter 


to the effect that no enclosure was found as indicated.  Undoubt- 
edly in passing such a letter along to Curtis' attorneys she 

would have placed thereon a notation "received without enclosure." 
In the absence of any evidence to the contrary, I find, in 
reliance on the testimony of Anreder, Mr. Gruss and Mrs. 
Wilkinson, and a presumption of regularity which flows from the 
ordinary business practices of stockbrokerage firms which regu- 
larly issue proxies on shares held in the cage, that the valid 
negative proxy was in fact enclosed with Exhibit 1, and was in 
fact received by the Secretary of Curti. pri. г to the snareholders 


meeting. 


This negative proxy was never voted, as is apparent 
from the total certified vote of the election. However, plaintiffs, 
relying, through Anreder, on the proxy statemont, had done all they 
were reasonably required to do under the circumstances, to vote 
negatively, and to object in compliance with the statute. The 
failure of the corporate Secretary or the proxies named in tho 
negative proxy form to cause a negative vote to bo cast for 


plaintiffg is unexplained. 
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On September 21, 1972, again acti: with the advice 

and counsel of his agent and employee, Anreuer, Mr. Gruss 
 — SerVaas шыб. making demand on the company for the 

payment of the fair value of his shares, as a dissenting share- 
holder. There were forwarded separately at the same time, 
certificates for shares THER in the name of Gruss and Son 
(for a total of 10 more shares than those belonging to Mr. Gruss) 
for notation thereon of plaintiff's demand as to his stock owner- 


ship. The partnership sent a separate covering letter to Mr. 


SerVaas, forwarding the shares. 


Curtis rejected plaintiffs' ME а. M 
d-.-enters rights were sought to be exercised by Mr. Osvar Grusu, 
the beneficial owner, rather than by Oscar Gruss and Son, his 
nominee and the owner of record. With respect to proxy solicita- 


tion material, a corporation is entitled to deal in all respects 


with its shareholders of record. See Vol. 2, Loss, Securities 


Regulation, p.876 and Vol. 5, Fletchers Cyclopedia, Corporations, 
§§2007, 2053. However, corporations issuing proxy statements 

know that in many cases shares are held of record by broker-dealers, 
banks, voting trustees, or their nominees, and that it is the custom 
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and practice of such holders of record to forward proxy 


solicitation materials to the boneficial Owners, and to peek 
pr 


A 
from such clients authority and instructions as t ме ў vote 


with respect to controversial matters. Indeed, by 17 C.F.R. 


240.14a~3(12)a, which ‘became effective December 20, 1974, and 
‚ів not retrospective, the Securities and Exchange Commission 


' required issuers to supply record holders “with additional copies 


(of proxy soliciting material] in such quantities, assembled in 


such form and at'such a place, аз a record holder may reasona' ‘y 


request in order to address and send one copy of each to each : 


beneficial Owner of securities БО held," and to Pay the reasonable 


expenses therefor. 


Р : ? , 
Accordingly, Curtis knew that the proxy statement 


would fall into the hands of beneficial Owners, to be read and 


relied on by them. 


— 


There is conflicting usage of the word "holder" and 


its variants in the Proxy solicitation materials. At some points, 


references to "holders" of Stock intend Clearly to mean beneficial 
holders, see e.g. "Tax Consequences", and "Fractional Shares", p.12. 


Elsewhere, the unqualified term means holders of record; see PP.9, 
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10 of Exhibit 2. 


Р * 
The rule established at 17 С.Е.Я. $240.14a-101, item і 
r 
2, requires proxy sc .iciting materials to advise with at least 1 
'] 1 
comprehensible clarity "... any statutory procedure required to À 
۱ 
' 
К 


be followed by dissenting security holders in )rder to perfect 


х [their] rights." The SEC uses "holder" in it- various Regula- i 

5 tions in an ambiguous fashion, and interchangeably to denote bene- 

4 ficial and record owners. For example, $240.13d-4 ("a security А 
holder who ... was the beneficial owner of more than 5 percent...."); i 
$240.14a-3 ("Information to be furi. ‚еа to security holders."); 1 


§240.14a-8 ("Proposals of security holders."). 


In this respect, the proxy statement was misleading 
with respect.to a material fact, and omitted to state a material 
fact necessary in order to make the statements therein rot false 

and 101 


or misleading, all as required by Rules 14 (а) -9а,/ promulgated under 


the Securities Exchange Act of 1934. 


I find that the omitted fact, namely that the statutory 
procedure was available only to the shareholder of record as 
distinguished from the boneficial owner or holder, was "material 


in the sense that a reasonable investor might have considered [the 
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"Ti 
fact] important in making his investment decisions." Schlick 
V. Pei -Dixie Cement Corp., 507 F.2d 374, 381 (2d Cir. 1974). 


See also Chris-Craft Industries, Inc. v. Piper Aircraft Cor 0 
a nCustries, rr —PSr Aircraft Corp 


480 Е, 2а 341, 374 (2а Сір. 1973), 


These Proxy solicitation materials gave incomplete 
information, and created a typical "trap for the unwary." Mr. 
Gruss, and his agent Anreder relied on the misleading information, 
and as a result, Curtis, issuer Of the Proxy statement which the 
Court finds misleading, was Placed in a Position where it could 
and did refuse to recognize Gruss' timely assertion of the right 
Of appraisal simply because the objection had not been made by 
the "holder of record", and was therefore not in compliance with 


the applicable Provisions of State law, 


It would have been entirely Practicable, ang relatively 


Simple for Curtis to have advised in the Proxy statement that the 


appraisal rights could be exercised Only by a Shareholder Of record. 


Also, in this сазе, it would have been relatively simple for 
Anreder and Mr. Gruss, had they known of the importance, to have 
made certain that the exercise of the dissenters' right was signed 


by the record ower. The record Owner was controlled by Mr. Gruss, 
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in the sense that аз a general partner he could have executed 


any document in behalf of the Partnership record Owner, and 


thereby could have exercised the appraisal rights granted by the 


Pennsylvania Statute. It was, in effect, his alter ego. He 


himself could have signed its name, and would have, had he 


known of the trap. 


The Prior Prox 
II1Or Proxy 


On August 22, 1972, à proxy form bearing a rubber Stamp 


Of the sort used at the office of Oscar Gruss and Son was signed 


with the firm signature and sent to or collected by Curtis. This 


Proxy did not designate a voto as to any of the four matters 


listed thereon, 
Specified, 


italization, and therefore this must be considered an affirmative 


vote. Plaintiffs deny execution Of or validity of the proxy. 


I am satisfied upon all the evidence before me that it 


was in fact executed at the Office of Oscar Gruss and Son at 80 


Pine Street in New York City, and was in fact received by Curtis ' 


in the regular course of business and used by SerVaas and the 


other t 


b piy 


NN ARIGINAL. 1 


МО persons thereon named, to vote for the plan at th i - 
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on September l4th. I infer that the proxy was regularly issued, 
and that the persons issuing it had at least apparent authority. 
Be that as it may, SerVaas, to whom the authority of the proxy 
was granted, by whomever signed it on August 22nd, had knowledge 
of all the relevant facts concerning these shares of stock and 
the desire of its owner to vote negatively. He was placed on 
actual and constructive notice, as was Curtis, by the receipt 

by Mrs. Wilkinson of Exhibit 1, addressed to SerVaas and sent by 


registered mail, which arrived prior to the meeting. 


~ 


is generally accepted that the proxy issued latest 

in time revokes prior proxies. Although we find no clear authority 
in Pennsylvania law, general principles of the law of ayency and 
the requirements of equitable dealings between principal and agent 
are such as to require Curtis, and its management proxies, SerVaas, 
et al, to be deemed placed upon notice of the infirmity of the 
prior proxy, and the desire of their principal to vote negatively. 
A person designated as a proxy is an agent for the person whose 
vote he casts, and must deal with his principal in accordance with 


requirements of loyalty and good faith. While a person voting for 


the reorganization would be estopped from claiming dissenters' 
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rights, I find that under all the surrounding circumstances, 
plaintiffs' shares should not have been voted for the plan, and 


that the affirmative proxy, Exhibit A, was validly revoked 


; ; 2 
prior to the convening of the sharcholders moeting .2/ 


Accordingly, the affirmative defense pleaded in this action lacks 


merit. 
Measure of Damages 


The measure of damages is compensatory. Plaintiffs 
are entitled to be placed in the same position they would have 
enjoyed had they received correc’ information in the proxy state- 
ment, voted against the plan, and pursued their dissenting share- 
holders' rights of apprhisal under the Pennsylvania statute. 
Briefly stated, that statute requires that if the parties are 
unable to agree, the stock be appraised at tho fair value "as of 
the day prior to tho date on which the vote was taken, without 
regard.to any depreciation or appreciation thereof in consequence 
of the plan," with "such interest as the Court may find to be fair 
and equitable in all the circumstances." The Pennsylvania statute 
also provides for the costs and expenses of any such proceeding 


[but not legal fees] to bo determined by the Court and assessed 
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against the corporation, subject to apportionment against dis- 
senting shareholders under circumstances not relevant here. 
Expenses include reasonable compensation of appraisers, and if 
no offer was made, the Court may in its discretion, award to 
any shareholder compensation for any expert employed by the 


shareholder. 


[dc n н 
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Amount of Damages 


Compensatory damages will award the plaintiffs what 
wouid havc been recovered had a proper election been made in 
timely fashion by the shareholder of record to pursue the remedies 
granted to a dissenting shareholder under the Pennsylvania statute. 
This the Court rinds plaintiffs would have done had they received 
a proxy notice which was not misJ]^ading. There is no wem to 
assume that, as required by Pennsylvania law, Curtis would have 
made an offer to thesc plaintiffs in any amount. Defendant's 
defense of this litigation indicates otherwise, and it. would be 
speculative to assume either that an offer would be made, Or that 
if made, it would be accepted. Accordingly, the Court will attempt 
to fix the value in accordance with the Pennsylvania statute in 


the same fashion as that court would do had plaintiffs pursued 
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their atorementioned remedy there. 


чч; 


Plaintiffs' expert on valuation, Julius Anreder, is 


a qualificd securities analyst. Since 1962 he has been employed 


APPL ATS VES 


at Gruss and Son as the Director of Research. lie is a Chartered 


Financial Analyst, a member of the New York Society of Security 


Analysts, and a Registered Representative of the New York Stock 


Exchange. Anreder examined the prospectus for the Exchange offer, 
and also а similar prospectus furnished to holders of Curtis' 
debentures, whosc assent to the plan of recapitalization was 

sought. These documents contain substant financial information 
(Exhibits 2 and 7). He also relied on the annual reports of Curtis, 
and the result of an interview with Mr. ScrVaas, Chief Executive 


Officer of Curtis, which took place on June 23. 1971 


Initially, Anreder took the view that under the peculiar 
circumstances affecting Curtis, which had endured severe financial 
difficulties in the recent past, the valuation of the common stock 
was the key issue; and that, in effcct, so long as the common 


stock had valuc, the Prior preferred Stock could be valued based 


upon consideration of the common stock value. 


The Preferred Stock was callable at $65.00 per share, 
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“plus accrued dividends, which at the time of the recapitalization 
amounted tu $30.75 per share. Under the plan as Proposed, ona 
statistical or mathematical basis, the $4.00 Preferred was worth 


$4.80 immediately prior to the transaction, compared with the 


selling price of the common, while selling іп ‘the market for 
$3.00. Any arbitrage betwcon those disparate prices would, 
however, depend upon knowledge to a certainty, that the plan of 


recapitalization was going to be completed, an assumption apparently 


not held by the totality of diverse Opinion which makes the market. 


Anreder also considcred the fact that Curtis had a 


royalty agreement with respect to property at Timmins, Canada, 


SOld to Texas Gulf Salphur Company for the muing of various Ores. 


This famous Property has produced more litigation than minerals. 


(Cf. Securities and Fxchange Commission v. cxas Gulf lphur Co., 
Change Commission 262 р 


258 F.Supp. 262 (S.D.N.Y. 1966), aff'd &һ part and rev'd in part, 


401 F.2d 833 (2d Cir. 1968) (en banc), 9n remand, 312 F.Supp. 77 


(S.D.N.Y. 1970), aff'd in part and rev'd in part, 446 F.2d 1301 


(2а Cir.), cert. denied 404 U.S. 1005 (1971); Mitchell V. Texas 


Gulf Sulphur Co., 446 F.2d 90 (10th Cir.), cert. denied 404 U.s. 


1004 (1971); Astor v. Texas Gulf Sulphur Co., 306 F.Supp. 1333 


(S.D.N.Y. 1969); Fink v. Coates, 323 F.Supp. 988 (S.D.N.Y. 1971).] 
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The Timmins property was carried at nominal value 
On Curtis' financial statements (see Exhibit 7 p.2). Curtis 


had an appraisal in its possession which suggested in the opinion 
рр I 


of the experts preparing the appraisal that Curtis' mineral 
I I р : DE 


royalty had a market value of between $2,000,000.00 and $4,400,000.00. 


Ultimately, in 1974 these rights were sold for $1,000,000.00 in cash. 


Anreder relied primarily on the market price of the 


oe ee -a ener - = aeaa a. ee 


common stock. As part of his cfforts to value the stock, Anreder 


assumed a hypothetical recapitalization. He first testified that 


Жеш ج‎ 


there was no necessity for Curtis to have any plan of recapitaliza- 


tion in order to be maintained as a going business. But he testified 
that in order to arrive at a valuation in his own mind, it was 
necessary to assume a hypothetical plan. The Court ruled at the 
trial that there was no basis in fact for any hypothetical plan, 
and that the hypothetical plan was not competent evidence of value, 
and could not be used to support a theory of valuation. The Court 
adheres to that ruling. See Sparkill Pealty Corporation v. State, 


268 N.Y. 192 (1935). See also United States v. Five Acres of Land, 


50 F.Supp. 69 (E.D.N.Y. 1943). 


Counsel withdrew the witness from the stand overnight, 
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and he returned the following day to give valuation testimony 3-4 
ia based on a different theory. Tho Court ruled (Tr. p.102) that 


tho export witness could consider and tostify with respect to ЧЫ. 


all the relevant factors, including the liquidation rights, the T 
yield, the forosecablo likelihood that the cumulative dividends i 
. | 


i would be paid, the forosocablo futuro prospects of the company, 
' 


1 and whother it can stay in business, as well as market price. 


In his revisod approach, Anrodor considered the fact 
i: that the Saturday Evaning Post Magazine had been reintroduced 


E to tho public in 1971 on a quartorly basis and had about reached 


к? 


Й , а break-even point in the first quartor of 1972. ,Historically, i 


it was the failure, due to changing tiwcs, of this and other 


: magazines which draggod Curtis down to its low financial condition : 
prior to the recapitalization. Ио found that the historical 

1 market price of the $4.00 Praferrod was $4.65 over the prior 18 
month period, and furthermore, that disallowing the interest 
charge for tho debontures, which was contingent and not being 

\ paid, the company itself was practically Operating on a break-even 
basis.  Anreder testified, and I find, that the company was “not 


| in the position of having the wolf at tho door ... that they could 


A keep the company ... going, until the Saturday Evening Post took 
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off ... one cf the (alternatives available to management] was 


to just continue operating thc company." (Tr. p.122). 


The witness considered that progress had been made 
under the capable leadership of Mr. SerVaas, who had achieved 
outstanding business success in an unrelated industry. Substantial 
litigation affecting the company had bcen settled, and the balance 
sheet had been streamlined. In an interview with Anreder on 
June 23, 1971, SerVaas expressed the opinion that “the company 
is now not losing money and that he can keep it going indefinitely." 


(Tr. p.216). 


Curtis received an appraisal of the Timmins mining 
property dated June 16, 1971, prepared by Albert J. Grisser Company. 


The annual report of Curtis for 1973 (Exhibit 11) shows that 


Curtis commissioned the making of the report or appraisal and 


adopted it at least to the extent that it referred to the report 
in its annual report to sharcholders and presented it as valid 
Opinion. Under the circumstances of this case the Court regards 
the mining appraisal, at least to the extent of the lower end of 
the range of value, ог $2,000,000.00, as an adopted admission 


against interest binding on Curtis. This may bear upon the net 


2209 
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publishing company 

partic- 
and 

pro tonto to tno lu its various issuí © stock. The 

presence of this non-pr ductive and illiquid asset is however a 

factor which Anreder properly could and did consider in reaching 

his appraisal, and which the Court may consider. As noted Supra, 

p.18, in 1974, Curtis sold the mining rights for $1,000,000.00 


Anreder reached the conclusion that the shares were worth $15.00 


a share. 


Defendant's expert, Fred Shinagel, was likewise a 


qualified financial analyst. "е examined the stock exchange 


records and the proxy statement as we s the exchange offor 


to the debonturcholders of Curtis and the trading rccord in common 
and preferred : ck for the year 1972. He considered the company 
short of working capital and noted that excep for one year it 

had experienced no carnings for a ten year period. Its current 
assets virtually equalled its current liabilities, and its book 
value of common shares was negative to the extent of $13,000,000.09, 


because of accrued Preferred dividends and accrued unpaid debenture 


interest. He regarded Curtis as substantially insolvent and 
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believed thet those whose interests were junior to the debentures 
would receive nothiny in an immediate liquidation. Curtis’ 
accountants had refused to render a firm Opinion as to its 
financials, but the Court takes the financials as true for purposes 
of this litigation, there being no evidence to the contrary.  Pub- 
lication of such financials is at least an admission against 
interest by Curtis. Shinagel regarded tho company as "virtually 
dead." (Tr. p.167). Before the Preferred arrearages could be 
paid, the income debentures had to be paid interest arrears of 


approximately $30.00 per $100.00 bond, amounting to $2,500,000.00. 


Curtis had a very substantial tax loss carry forward 
and a large numper of unsettled lawsuits, the existence of which, 
in Shinagel's view, diminished the value of the tax loss carricd 


forward. He believed that the company was a "totally speculative 


medium" and had a total market value of $1 to $2 million dollars, 


and that without the conversion of debentures, the total ownership 


of the common stock was worth $1,000,000.00 (Tr. p.172). Because 
of the speculative aspects of the company's business, and its tax 


loss carry forward, these separate statements are not so inconsistent 


as they appear. 
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/ Implicit is a conclusion by defendant's expert that 
I y i 
the compan could have continucd in cxistence at least u il tie 
k 
| maturity of the debentures. Sce Tr. p.178 at which the defendant's 


Ж witness Shinagel assumes à Value in the equity. The preference 


| rights excludod the common stock, unless the company survived. 


The highest value which can be substantiated by tho 
market itself is $4.75 per share. The market showed a high of 
Ж 4-3/4 in June 1972, before the proxy material was available,or : 


the plan known. After tho proxy matorial had been circulated, 


А and in August, the stock hit a low of 2 1/8. Тһе high апа low 
v 
during the first quarter of 1971 was $9.00 and $5.00, respectively. 
\ J і I y 
' 
gn In 1970; 5-5/8 and i-3/8, and in 1969; 12 and 5-7/8. in 1968 it 
* ^y 
4 was 43-1/4 and 23-7/8. 
P 
\, A 
+ " 
! During the 18 month period prior to the recapitalization 
۱ 
c 
' the volume of trades was relatively slight. This does not detract 
T 
a) from a conclusion that market price reflected a consensus of the 
T i 
' $ i = ~ ' 
vy market makers as to the future prospects of Cuctis, the likelihood 
E" that it wouid stay in business, and ultimately be in a position to 
ee і 
рау its accrued dividends on the Preferred Stock. Although there 
j is no doubt that it would take as much as a year to dispose of 
68: : 
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12,000 share during 1972 without unduly Gepressing a MAarast, 

this factor is entitled to very slight weight ix 

appraisal 5 based upon the trair invectmen. маце © the stlOca, 

and the implicit assumption that the ho.sacr would have continued 


to hold } моск Dut ior tho pian of recapitalization. 


"ЕТУ 


[Т] he theory of tiic dissenter's claim i6 
that he desires a continuation of his 
investment unaffected by tho change. 


resultant valuations have generally 
ted on three principal elements: 

са маі чс; 

апа j Li 25 tC (Or Cé ning: мачо. 


Most courts have considered ali throeo.... 


79 Harv.L.Rev. 1456-57, Valuation of 


"КР € 


LS (1966).‏ ا52 


clopedia Corpora-ion:, 1973 Revised Volume, 


The courts must determina the value of 
the shares of dissenting stocxholdcrs.... 
Appraisal must be upon a going concern 


basis rather than upon a liguidation basis. 


While there is no legal formula which can 

be enunciated or applied in valuation pro- 
ceedings, the appraisal remaining a matter 
of judgment on the facts in each case, the 
court can reiterate accepted principles, 
which simply stated, are that the appraisal 
should take account of market value, invest- 
ment value, and net asset value.” 


Prior to 1971, Curtis had sold or otherwise disposed of 
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[ tha,major portion of its proportios,.and the remaining business 
of che company, operated by a wholly owned subsidiary on 
‘ Decombex 3i, 1971, and at tue timo of the meeting, consisted 


T of tho publication of По: „дау Magazine, Jack and Jill Magazine : E 


and the revived qu: exly publication, Saturday Evening Post. t 

17 As previously noted, these magazines had a profit for the three 

months ending March 31, 1972, having suffered substantial losses А 

i] in the three prior years. The company had had an operating loss + 
for all recent fiscal periods to the dato of the meeting, except 

' that it earned $.31 per common share in 1971 due to extraordinary 

items, resulting from the salc of fixed assets at prices greater 

than book value. Under its system of mor reg all expenses 

M. attributable to publications wero considered as a poriod cost, 

1 ` 

, and expensed when incurred, but revenues wore recorded upon 


. A publication of an issuo. 


Se 
= 


“l While the respective experts agree on many of the 

ve D underlyinj facts, which the Court, as previously noted, accepts 

as libe иы ultimate conclusions differ substantially.  Defendant's 
expert's conclusion that stock selling at $4.75 per share within a 


[ reasonable time prior to the announcement of the plan had a value 


hd -25- Е »w 


e—— A — 5 oo она = - - - vem Vor pre gy ir me 
і ye Tw Tte PU 991. j EA po i que ime est ГИК" me Р? — مدر‎ aa sani аы iota = 
4 Tumor 


N) 
' ome p Oe مب موا‎ Gab وی۹ د ب‎ ен е му My پر سر‎ bys ehe ee tor ين‎ «6949.66 AR o +, ба + DI à j 
1 LE 


ie 282a 


4r, of only $.50 must be rojected as unfounded and unreasonable. 
Plaintiffs' export attempted to distill from all of the relevant 


| 
| 
| . facts, based upon his judgment and experience, a fair or intrinsic 
| value of $15.00 per share. 

| 


i The Court rogards this figure as a reasonable appraisal > 
of the stock under all of the circumstances, and has attempted to 
test it by time honored principles of valuation. Although —" 
had been unable to pay any dividends on its common stock since 

d 1960, and was in arrears on its $4.00 Preforred for approximately s, 
4 ten years, the Preferred had soli during 1969 at a high of $32.00 
T per share, and in 1968 at a high of $43.25 per share. The entire 
T record justifies a conclusion that but for the recapitalization, 

Curtis "— have continued in business at least until October l, 
1986, when an act of default most likely would have occurred with 7 
respect to the debentures.2/ The experts'agree that the common | 
} stock had value. A fortiori, so did the Preferred. Curtis’ | 
prognosis for the balance of tho period was more favorable than А 
Is that of the recent past. In 1986 Preferred shareholders would 

have been entitled to their redemption price of $65.00, and a rusl 

dividends of $69.75, which they would have received on a liquidation 


Ky after the debenturenolders, assuming the common stock had any value 


1 
-26- ‘ 
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in 1986, and assuning as wo must, that when the debentures came 


due, or earlier, Curtis would aither have to liquidate, or develop 


some acceptable alternative to liquidation. 


Taking a per share value in 1986 for tho Preferred Stock, 
including accrued cumulative dividends of $134.75, we turn to 
Table B in 26 C.F.R. $20.2031-10, a table promulgated by the 
Department of the Treasury showing the present worth at 6% of a 
remainder interest postponed for a term certain. The discounted 
factor for the value 2f such а remainder interest is .468839, 


leading to a discounted present value at the end of 1972 of $63.18. 


This computed figure must be reduced substantially to 


allow for a foreseeable contingency, that is the failure, dissolu- 


tion or bankruptcy of this speculative enterprise, prior to the 


scheduled day of reckoning with the dabentureholders. Conserva- 


tively, Curtis had a 25% likelihood of survival and full payment. 
Such an assumption is not unreasonable under the circumstances of 
this case, and would lead to an assumed current market value of 
$15.80, which is so close to the expert opinion expressed by the 


witness Anroder as to exclude cavil. 


Accordingly, the Court finde the actual value of 
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/ plaintiffs' shares on S^ptember 13, 1972 to be $188,400.00 


e 9 ] 


(12,560 x $15.00], for which sum plaintiff Mr. Oscar Gruss shall 


| have judgment. Plaintiff Gruss апа Son is entitled to no relief. ТО 


the foregoing sum we add a reasonable allowance of $1,500.00 for 


1 


Shinagel's appraiser's fee, 


B 


the appraiser's services. Mr. 


negotiated at arms length, was $750.00 per day. The Court con- А 


giders Anreder's ability and qualifications substantially equal e 


to those of Shinagel. Although the witness spent two days in 1 


{ Court, his work reasonably should have required no more than a 


NA total of two days for study and testimony. М 


There remains for consideration the question of pre- 
EA. , judgment interect. Defendant rejected p.aintiffs' demand on 
September 22, 1972, and tho — believes that had defendant 

e, honored plaintiffs’ demands for the appraised value, which pre- 

sumably it would have done had plaintiffs complied with the 

; d Pennsylvania statute, defendant would МА required а period of 
approximately 90 days following September 22, 1972 to effect 

appraisal and payment. Accordingly. plaintiff, Mr. Oscar Gruss, 

ч. > shall recover pre-judgment interest on thc sum of $188,400.00 from 
Decomber 21, 4972 until tho date of entry of judgment, together 


Par with those costs customarily taxable in this Court in actions at law. 
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Plaintiffs, as previously noted, failed to comply 


with the Pennsylvania statute aforementioned because the objec- 


А Defendant is 


[en 


tion was not executed by the helder of recor 


udgment on the second cause of action pleaded. 


ыы. 


entitled to 


Conclusion 


The parties may, if so advised, provide in the final 


k 
judgment which shall be settlcd on five (5) days notice that 
plaintiffs shall deposit the original stock certificates, in 
good form for transfer, with the Clerk of this Court, to be 
delivered to defendunt for cancellation when tho judgment is 


satisfied. 


The foregoing constitutes the findings of fact and 


conclusions of law of the Court pursuant to Rule 52, ER Civ. P. 


Dated: New york, New york 
March 21, 1975 


“CHARLES L. BRIE 
6, 8. B. ws 
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Although this interest was fully cumulative and payable 
in any event at maturity of the debentures on October 1, 1986, 
no interest was required to be paid unless current net income 
of the preceding calendar year was sufficient to do so. 
Curtis was prohibited from paying cash dividends on any other 
class of stock until all interest payments on the debentures 
were current, but had not committed any act of default which 
would accelerate debenture principal, or cause Curtis to be 


bankrupted. 


Section 504 of the Pennsylvania Business Corporation Law 
provides in effect that a proxy may be revoked by notice to 
the Secretary of the corporation at any time before the vote 
is taken. At p. 8 of the proxy statement, shareholders were 
informed that revocation must be by writtcn notice. so, 
the notice of revocation in this case was sufficient because 
of the receipt of Exhibit 1 and its enclosure by Curtis prior 


to the meeting. 


On October 1, 1986 the principal and contingent interest 


on the debentures became due and enforceable. 
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DEFENDANT'S ORDER TO SHOW CAUSE FOR AN ORDER AMENDING THE FINDINGS 
AMD CONCLUSIONS AND AMENDING THE JUDGMENT, WITH MEMO ENDORSED 


STAYING ENFORCEMENT OF THE JUDGMENT (Filed Apri! 17, 1975) 


UNITED STATES DISTRICT CO.RT 
SOUTHERN DISTRICT OF NEW YORK 


EE Ua I REA bM db die trit ton *7----2---X Docket No. 73 Civil 282 
OSCAR GRUSS and OSCAR GRUSS & SON, 


Plaintiffs, 
ORDER TO SHOW CAUSE 


WITH A STAY 


-against- 
THE CURTIS PUBLISHING COMPANY, 


Defendant. 


Upon the annexed affidavit of THEODORE L. MARKS, duly 
sworn to the 17th day of April, 1975, the final judgment entered 


On April 10, 1975, and findings of fact and conclusions of law 


heretofore had herein, it is hereby 


ORDERED, that the plaintiffs, OSCAR GRUSS and OSCAR GRUSS 
& SON, or their attorneys herein show cause before HON. CHARLES 
L. BRIEANT, JR., U.S. District Judge, at Room §/? , united 
States Courthouse, Foley Square, New York, on the peer day of 
Apri! , 1975, a whee in the fe noon of that day, 
ae as soon thereafter as counsel can be heard why an order should 
not be made and entered granting to defendant the following 


relief: 


dated March 21, 1975, and upon all prior papers and proceedings 
l. To have the findings of fact and conclusions of law 
Ч | 
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dated March 21, 1975, amended and to make additional findings and 
conclusions and/or to amend the judgment entered April 10, 1975, 


pursuant to Rule 52 F.R.C.P.; and 


2. For an order granting a new trial or amending the 
findings of fact and conclusions of law, or making new findings 
and conclusions, and for the entry of a new judgment, pursuant to 


Rule 59 of F.R.C.P.; and 


3. For a stay of execution of the judgment entered herein 
pursuant to Rule 62 (b) F.R.C.P. and, pending the determination 
of this motion; 


and it is further 


ORDERED, that the plaintiffs be and they hereby are stayed 


from execution of or any proceedings to enforce the judgment 


until sen—ttt}tays—feitewing the entry of an order determining 


this motion, subject to any extension of such stay as may be 


subsequently directed by this Court, and it is further 


D, ! Serve an 


supplemental Mem w respecting this motion on or be- 


кейге | j 
ORDERED, that, service of a copy of this order together 


with copies of the papers upon which it was granted, upon 
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KASS, GOODKIND, WECHSLER & GERSTEIN, plaintiffs’ attorneys, on or 
t bs ee SPA 
before the 9%“ day of April, 1975, shall be sufficient. 


Dated: New York, New York / Ci Р А 
April 17, 1975. 5 do Жез 
CHARLES І. BRIEANT, JR. 
U.S.D.J. 
ISSVED «y PA. 


UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


Docket Ne. 73 Civil 282 
ht A PY 


OSCAR GRUSS and OSCAR GRUSS & SON, 
Plaintiffs, 


AFFIDAVIT 
-against- 


Defendant. 


THE CURTIS PUBLISHING COMPANY, | 
! 


STATE OF NEW YORK 


) 
COUNTY OF NEW YORK ) 


THEODORE L. MARKS, being duly sworn, deposes and says: 


1. Т am an attorney-at-law and a member of the firm of 


LEE, CASH & MARKS, attorneys for the defendant herein. 


2. Т make this affidavit in support of defendant's appli- 


cation for a stay of execution of the judgment in this action. 


3. As is more fully described herein defendant, by this 
application, seeks a modification or amenüment of the findings of 
fact, conclusions of law and judgment herein, as well as a new 
tria on certain issues determined by the Court. If defendant 
is successful in any aspect of this motion, the judgment entered 


on April 10, 1975, will become inoperative. It is respectfully 


suggested that plaintiff will suffer no prejudice by the short 
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stay occasioned by the pendency of this motion and further, 
fairness to defendant dictates the maintenance of a "Status Quo". 
It would, therefore, seem unfair and inappropriate for plaintiffs 
to be taking steps to enforce and execute upon said judgment 
until such time as this motion is decided. Rule 62 (a) F.R.C.P. 
mandates an automatic stay of only ten (10) days following entry 
of the judgment. This Court has discretion pursuant to Rule 62 
(b) F.R.C.P. to extend the stay pending disposition of the 
motion. Unless this Court exercises this discretion, there will 


be nothing to deter plaintiffs from their efforts at enforcement. 


4. Insofar as any possible jeopardy to plaintiff's 
eventual recovery, I respectfully point out to the Court that 
defendant is a going public company, with its stock being pub- 


licly traded on an accredited stock exchange. There is no pro- 


spect shatsoever of liquidation or termination of business at 


this time. Accordingly, the continuation of the stay does no 
damage to plaintiff and serves to carry out the intent of Rule 


62 (b). 


5. Because of the necessity of staying the execution and 
enforcement of the judgment i.erein this application is being 
brought on by an order to show cause. 


6. No previous application for similar relief sought 


Y 


has been made. 
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WHEREFORE, I respectfully urge that this Court grant 
defendant's application as above stated, and stay, without bond, 
the execution of the judgment pending the determination of this 


motion. 
Sworn to before me this / Wed 
17th day of April, 1975. 7 


MARK TA 
Notary Public, Siete ^] Naw York 
No. 60-059430§ 
Qualified :^ Weatchester Tay 


Term Expires Mareh 90, 19 
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AFFIDAVIT OF HARRY L. SCHROEDER IN SUPPORT OF DEFENDANT'S 293a 


MOTION (Filed May 20, 1975) 


UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


LLLP LES DS o E AD GU OE AUD UU CD sme x 73 Civ. 282 
OSCAR GRUSS and OSCAR GRUSS & SON, 

Plaintiffs, AFFIDAVIT 

-against- 

THE CURTIS PUBLISHING COMPANY, 

Defendant. 
—— —— аач — 
STATE OF INDIANA ) 

) SS: 

COUNTY OF MARION ) 


HARRY L. SCHROEDER, being duly sworn, deposes and 
says: 

l. I am Secretary of THE CURTIS PUBLISHING COMPANY. 
have examined the folder styled "Appraisal Rights Exercises" 
which is part of and contained ‘1. the "1972 Recapitalization" 
files maintained by the Company. The documents which were con- 
tained in that file relative to OSCAR GRUSS & SON have been pre- 
viously removed. The file also contains original documents and 
information relative to other exercises of appraisal rights which 


are summarized as follows: 


Beneficial 
Record Owner | Owner Disposition 
Merrill Lynch, Pierce, Estate of Withdrew request after 
Fenner & Smith Inc. Betty F. notice and demand and prior 
Goldblom to offer by Company (photo- 


copy cf original documents 
attached) 


DuPont Glore Forgan, 
Inc. Undisclosed 


R.S. Watson 


Gula Glines 
Waterbury 


Donald & Doreen 
Wolf 


Helen A. Kotsull 


Fredinka Burkowitz 


Eleanor Dunning 


David O'Neal 


Michael Falek 


William A. Roesler & 
Anna M. Roesler 


Lid not pursue after express 
ing dissent (Photocopy of 
original documents attached 


Did not submit certificates 
for notation 


Did not submit certificates 
for notation 


Withdrew request for apprai 
sal rights after making 
demand 


Did not pursue after expres 
ing dissent 


Did not pursue after expres 
ing dissent 


Accepted Company's offer of 
$0.25 per share for 20 
shares of $4.00 Dividend 
Series Prior Preferred Stoc 


Stockholder failed to pursue 
his rights after he rejected 
Company's offer of $0.25 per 
share for 400 shares of 
$4.00 Dividend Series Pre- 
ferred Stock 


Withdrew request for apprai- 
sal rights after rejecting 
an offer of $0.25 per share 
for 400 shares of $4.00 
Dividend Series Preferred 
Stock and $0.10 per share 
for 400 shares of $1.60 
Dividend Series Preferred 
Stock 


Withdrew request for apprai- 
Sal rights after rejecting 
an offer of $0.25 per share 
for 70 shares of $4.00 
Dividend Series Preferred 
Stock 


| Mary Louise Moss 


Jerome Singer 


Stanley M. Goss 
m Geraldine C. Goss 


Sworn to before me this 


B 


A^ day of May, 1975. 
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Same 


Same 


Withdrew request for apprai 
sal rights after rejecting 
Company's offer of $0.25 pe 
share for 100 shares of 
$4.00 Dividend Series Pre- 
ferred Stock 


Expressed some displeasure 
with the proposed plan and 


did not seek to pérfect 
appraisal rights 


Withdrew after expressing 
dissent and making demand, 
but prior to an offer by 
the Company. 


Harry SL. لے‎ i 


Жм Mte ч 
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EXHIBITS ANNEXED TG FOREGOING AFFIDAVIT 


EXHIBIT = LETTER OF DU PONT GLORE FORGAN INCORPORATED DATED 296a 
SEPTEMBER 11, 1972 duPont 


Glore 
Forgan 


"6Grorpo'rated 
MEMBERS PRINCIPAL SECURITY ANO COMMODITY EXCHANGES ONE WALL STREET. NEW YORK. N Y 10003 TELEPHONE (212) 344 2000 


Sept, 1l. 1973 


Ms. Margaret B. Wilkinson, Secretary 

The Curtis Publishing Company 

% Dudley F. King & Co, 

20 Exchange. Place : 

New York, N.Y. 10005 я 


Gentlemen: 


This is to advise you that as,of the record date for the Annual meeting 
of Stockholders of curtis Publishing Company, we were the registered 
owners of 300 shares of $4 Prior Preferred stock, certificate numbers, 
PA 6936/7 and PA 6922, 


These shares are held by us for our client, the beneficial owner of 
the stock, 


At the request of our client, the beneficial owner of the stock, we 

wish to express a cissent to the present plan as outlined in Sections 
810 and 515 of the Rusiness Corporation Law of Pennsylvania. And further 
advise you that these 300 shares of $4 Prior Preferred are not being 
voted in favor of the Proposal at the stockholder meeting wh’ch is 
scheduled to be held on September 14, 1972, 


Kindly confirm receipt of this letter and keep us advised as required 
under Sections 810 and 515 of the Business Corporation Law of Pennsyl- 
vania, 


Yours very truly, 


GuPONT GLORE FORGAN INCOR POP: 


Attention: M.J. Klym 


MJK:jfà | i 
cc: Ms. Wilkinson 

Curtis Publishing Co. 

1701 The Fidelity Bldg. 

Philadelphia, Ра, 19109 


EXHIBIT - LETTER OF MERR ILL..LYNCH, PIERCE, FENNER & SMITH, INC. 297a 
| DATED SEPTEMBER 8, 1972 , 


7O PINE 51nEt(1 
NCW YORXK,N,'Y. 10005 


212 — TELEPHONE 944 1212 


MERRILL LYNCH, PIERCE, FENNER & SMITH INC 


Sentemher m 197? 


Curtis rublishirs 
1701 The Fidelity Buildine 
Philadelrhie, renn, 19100 


ы. л... 


Dear Miss Wilkinson: 


On behalf of our client, Eetst^ of Betty F, Golüibloom, C/O 

Mr. Maurice Goldbloom. *05 West 28th Street, Now York, New 
York, who ie the beneficial owner of 500 shares of vour 

price Preferred Stock registered in the nare of our Firm, w^ 
here by dissent to vour proposed Amended and Restated 

Articles of Incorvoration. 

In accordance with the Business Corporation Law of Pennsylvania 
these ‘shares have not been voted in favor of the prorosal. 
Should the propos^l be approved we sh"11 with in 29 days after 
its approval, demand payment of the fair value of srid shores. 


Please address a11 correspondence to my attention. 


Yours very truiy, 


n y M JR A 


9 ا س لتس م D‏ 


Robert Carlson 
Proxy Section 
Ni' trate of Betty F. Goldbloom 
C/O Mr, Maurice Goldbloom 
505 Vest 28th Street 
New York, New York 


EXHIBIT - LETTER OF MERRILL LYNCH, PIERCE, FENNER & SMLTH, 298a 
INC. DATED SEPTEMBER 1; 1972 ек 


NEW YORK,N.Y 
Р!» TELEPHONE O44 n? 


MERRILL LYNCH, PIERCE, FENNER & SMITH INC 


Curtis Fubiishinr 
1701 The Fidelity Buildine 
Philadelphia, Penne. 19109 


Attention: Margaret В, Wilkinson 

Dear Mifs Wilkinson: 

Reference is made to our letter dated 9-8-7? dirsentinec 
on behalf of our client lir. Maurice Goldbloom, 305 West 


28th Street, New York, New York. 


Please be advised that the 1000 shaves nre Curtis rublishe- 
ing Co. Prior Preferred Stock £4.00 Dividend Series, 


All correspondence should be addressed to my attention. 


Yours very truly, 


/ 
Р 4 HT 


Koherf, Carl son 
Proxy Section 


RC sra 

cc: Mr, Maurice Goldbloom 
^05 West 28th Street 
New York, New York 
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DATED SEPTEMBER 27, 1972 


7O PINE STREET 


NEW YORK м, Y, СОС“ 


212 — TELEPHONE O44 


MERRILL LYNCH, PIERCE, FENNER & SMITH INC 


September 27, 1972 


Curtis Publishing 
1701 The Fidelity Building 
Philadelphia, Penn. 19109 


Attention: Margaret В. Wilkinson 


Dear Ms, Wilkinson: 


Reference is made to the dissent filed on behalf of our 
customer Mr. Maurice Goldbloom. 305 West 28th Street, New 
York, New York, who is the beneficial owner of 1000 shares 
of your Prior Preferred Stock $4. Dividend Series Stock 
registered in the name of our firm. 


In accordance with the Business Corporation Law of Penn- 
sylvania we hereby demand payment of the fair value of said 
shares. 


Please address all oorrspondenoe to my attention. 


Yours truly, 


H8 x id 


m سا‎ ыз. mh t ^w * 
e у Robert Carlson 
Proxy Section 


RC ira. 

сс: Mr. Maurice Goldbloom 
305 West 28th Street 
New York, New York 
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EXHIBIT - LETTER OF MERRILL, LYNCH, PIERCE, FENNER & SMITH, INC, 
DATED OCTOBER 24, 1972 vira ar SERI 


e EM AMI t 9443 г 


MERRILL LYNCH, PIERCE, FENNER & SMITH INC 


Cetober 24, 1972 


Curtis Publishing 
1701 The Fidelity Building 
Philadelphia, Penn. 19109 


Attention: Margaret В, Wilkinson 


Dear Ms. Wilkinson: 


Reference is made to the dissents we filed on behalf of our 
customers, Estate of Betty F. Goldbloom, C/O Mr. Mavrice 
Goldbloom, 305 West 28th Street, New York, New York and 

Mr. Maurice Goldbloom, 305 West 28th Strect, New York, New 
York. 


Please be advised that our customers now wish to drop their 
dissents. 


Yours truly, 


a? ч 
ч 
LE ANC QUAE ОРЦ РЧА 


Robert Carlson 
Proxy Section 


RC:ra 

cc: Mr, Maurice Goldbloom 
305 West 28th Street 
New York, New York 


AFFIDAVIT OF BEURT SER VAAS DATED MAY 7, 1975 301a 


UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


-------------------------------------- к 23 Civ. 293 
OSCAR GRUSS and OSCAR GRUSS & SON, 
Plaintiffs, 
-against- AFFIDAVIT 
THE CURTIS PUBLISHING COMPANY, 
Defendant. 
THU clea eta eles ap ssi E ORE ERD ON ET ЛОН x 
STATE OF INDIANA ) ix 


COUNTY OF MARION ) 
BEURT SER VAAS, being duly sworn, deposes and says: 


1. I make this affidavit in support of defendant's 
motions under Rules 52 and 59 FRCP. At all times hereinafter 
mentioned, and particularly during the summer of 1972, I served 
and continue to serve as President and chief executive officer 
of the defendant. 

2. In August 1972, subsequent to the issuance by 
defendant of the proxy material which is the basis of this action, 
I received a telephone call from JULIUS ANREDER. Mr. Anreder 
stated that he had received the proxy material mailed to OSCAR 
GRUSS & SON. He further stated that he could only recommend 
favorable action respecting the recapitalization pian of defendant 
if he were elected to defendant's Board of Directors. 


3. I told Mr. Anreder that his election to the 
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Board of Directors would be impossible; that the nominees for the 
Board had already been selected; that every member of the Board 
was there for a speci^ic purpose; and that I did not control the 
Board or the company itseif to the extent that I could е 
the election of Directors. 

4. Mr. Anreder then stated to me that, under those 
circumstances, he and his employer would not support the recapital 


ization plan. 


Sworn to before me this 


ra day of у 1975. S a mai " 


Beurt Ser Vaas 


A obe %, Ba firlrf 


ы 


AFFIDAVIT OF HOWARD W. TAYLOR, JR. DATED MAY -19, 1975 203a 


UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


OSCAR GRUSS and OSCAR GRUSS & SON, 
Plaintiffs, ; AFFIDAVIT 
-against- 
THE CURTIS PUBLISHING COMPANY, 


73 CIV 282 
Defendant. 


AFFIDAVIT 


COMMONWEALTH OF PENNSYLVANIA: 
55. 
COUNTY OF PHILADELPHIA 


HOWARD W. TAYLOR, JR., having been duly sworn according 
to law, deposes and says that: 

l. He was admitted to practice before the bar of the 
Supreme Court of Pennsylvania in 1940, and became a member of the 
firm of Morgan, Lewis & Bockius in 1951. 

2. During the course of ris practice of law with the firm 
of Morgan, Lewis & Bockius he has been engaged primarily in the practice 
of corporate and securities law. 

3. As such, he has on numerous occasions over the years of 
his practice drafted, participated in the drafting, or supervised the 
drafting of proxy statements and related materials and has also, on 
numerous occasions during those years, reviewed proxy statements and 
related materials prepared by other Pennsylvania law firms and lawyers. 

ll. He supervised the preparation of the proxy statement for 
The Curtis Publishing Company dated July 27, 1972. 


5. The section of the proxy statement entitled "Appraisal 


304a 
Rights", appearing, on page /9 of the statement, which sets forth 


certain rights and remedies accruing to the holders of prior pre- 
ferred stock of Curtis, pursuant to the Business Corporation Law of 
Pennsylvania, contains an articulation of those rights which is 
identical to the articulation used in other proxy statements, and 

is substantially identical to articulations of those rights generally 
‘used on other occasions by Morgan, Lewis & Bockius and other Pennsyl- 
vania law firms and lawyers. 

6. He has on no occasion, prior to the institution of this 
action, seen an articulation of appraisal rights under the Business 
Corporation Law of Pennsylvania, either prepared by Morgan, Lewis & 
Bockius or by other Pennsylvania law firms or lawyers, which expressly 
states that the appraisal rights had to be exercised by the record 
holder, as opposed to the beneficial owner. 

7. He knows of no occasion, prior to the institution of 
this action, when the propriety of omitting expressly to state that 
the appraisal rights had to be exercised by the record holder, as 


opposed to the beneficial owner, has been questioned by any person or 


РР: а A MA t 


HOWARD W, TAYLOR, JR. 


court. 


Sworn to and subscribed 


before me this / A aay 
of They ‚ 1975. 


Nota hin CO, 


AFFIDAVIT OF JULIUS ANREDER IN OPPOSITION TO DEFENDANT'S 
MOTION (Filed June 10, 1975) 


Ke. & Га “ 
UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


OSCAR GRUSS and OSCAR GRUSS & SON, 
Plaintiffs, 
Civ... 282 CLB 
-against- 


IHE CURTIS PUBLISHING COMPANY, AFFIDAVIT 


Defendant. 


STATE OF NEW YORK ) 

COUNTY OF NEW YORK ) Ss: 
JULIUS ANREDER, being duly sworn, deposes and rays: 
l. Т am an employee of Oscar Gruss & Son ("Gruss & 


Son"), one of the plaintiffs in this action, and I make this 


59 of the Federal Ruies of Civil Procedure. 
2; I have read the affidavit of Beurt Ser Vaas made 


in support of defendant's motions. The affidavit contains palpable 


I 
affidavit in opposition to defendant's motions under Rules and | 
е 


untruths апа can only be motivated by a desire to try to cast 
doubts on my motives, veracity and reliability as a witness. | 
While everyone likes to win cases, there are ethical limits to 
the tactics one may reasonably employ and I am astonished by 
| Mr. Ser Vaas' affidavit in this regard. 

The following are my more specificcomments on the 
Ser Vaas affidavit: 

(a) I never called Mr. Ser Vaas in August, 1972, 
| or at any other time, to state that I would recommend favorable 
action respecting the recapitalization plan of defendant only if 


I were elected to defendant's board of directors. I never made 
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such a statement in .hose words or words of similar import 


Mr. Ser Vaas' statement to the contrary, is simply untrue. 
(b) Assuming for the sake of argument that I 
had made such a statement to Mr. Ser Vaas, it would have been 
"M 


meaningless since Oscar Gruss ('"Mr. Gruss") would have voted 


for or against the Plan of Recapitalization, based on his own 


interests. To believe otherwise is to believe that instead of 
Mr. Gruss being the senior partner of Gruss & Son and I being an 
employee, our roles were reversed. 


(c) Assuming for the sake of argument, that I | 


had toid Mr. Sei Vaas that Mr. Gruss would object unless I were 


elected as a director, such statement would be irrelevant to 


1 


this litigation. In trying to object to the Plan of Recapitaliza- 


tion and assert appraisal rights, Mr. Gruss (and I, attempting 
Ft 2 r 5 


the proxy s:atement. As a result, defendant refused to recognize 


iMr. Gruss' attempted exercise of those rights. Even if Mr. Gruss 


jjhad objected because I was denied membership on defendant's 


I 

| 

I 

| 

to assist him at his request) fell into the "trap" created by | 
| 

board (which is so ridiculous on its face that I am amazed Mr. | 
L| 


" А А 4 ! 
Ser Vaas advances such a contention),1it 15 defendant's breach 

! 
of duty which prevented him from ot jecting and exercising dissenter} 


H 


rights which is at issue, not his reasons for objecting. 
(d) If Mr. Gruss' reasons for objecting were 
lrelevant, the fact is that he d i not wish to object because I | 


!'was not elected a director. He wished to object because the 


| 
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|Plan was inequitable to the holders of the $4 Dividend Series 


Prior Preferred Stock. It deprived them of their liquidation 


| La А - ^ i 
and dividend preference rights. It not only substituted common 


| 
Istock which did not have such rights but treated the holders 


| 
lof the $1.60Dividend Series Prior Preferred Stock significantly 


| 
| 
| 


netter in that they received a disproportionately larger number 
| А 1 + А . à Р - е 
lof shares of Common Stock. It should be noted, parenthetically, 


| 
|сСһас the proxy statement of defendant submitted in evidence re- 
i| 

ll'veals that Mr. Ser Vaas held a substantial amount of $1.60 Div- 
| 


| 
lidend Series Prior Preferred Stock. In other words, Mr. Gruss, 
| 


|an experienced and astute investor, refused to agree to the pro- 


posed recapitalization for sound reasons. Accordingly, he directed 


I 


||me to do what was required in his behalf to object and demand 
| 

|| , А 

appraisal rights. 


| 3. Plaintiffs' attorneys advise me that defendant, 

1 

lin its motions, has attacked my valuation of the $4 Preferred 
| 


llStock as an expert witness. Additional evidence that my valu- 


jation was reasonable and represented the intrinsic value of 
| à А А м : 

ithat stock is borne out by a letter sent by Mr. Ser Vaas to 
defendant's stockholders on or about April 29, 1975 (more than 


| . 
6 months after the trial was concluded). That letter was in- 


lcluded in defendant's 1974 Annual Report to shareholders and а 
| 


|сору is annexed hereto as Exhibit A. 
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The items to which I looked in valuing the $4 


Preferred Stock of defendant as of September 13, 1972 are con- 


tained in the trial transcript and are described in plaintiffs’ 


memorandum of law submitted in opposition to defendant's motion. 


It is interesting to note how accurate my analysis and forecast 
have proved. In this regard I would like to compare certain 
passages from Mr. Ser Vaas' letter to the portions of my testimon 


A. SER VAAS LETTER 


"The company's sales increased approximately 
25% in 1974, reflecting continued strong interest 
in our published products. Since our reorganization 
in 1972, Curtis sales have increased 85%, good 
evidence that the company is well on its way toward 
regaining stature as a major national publications 
organization 


“The Saturday Evening Post, the Curtis 'flag- 
ship,' begins its 247th year, battered by last year's| 
inflation but even stronger in the hearts of sub- 
scribers. Over half of the company's revenues are 
derived from sale; of Post subscriptions and advertis- 
E { 
ANDREDER TESTIMONY 

I looked at the earnings records and 
the balance sheets of the company, and one thing that 
I noted in the earnings statement, which gave me a 
little bit of heart, was the fact that since the 
company had 1eintroduced The Saturday Evening Post 
in 1971 on a four-quarter basis, it had been carried 
from a start-up expens- loss to about a breakeven 
point in the first quarter of 1972. 


\ 


| 
| 
| 
"As a matter of fact, if you look at the earn- | 
ings statement of the company as put out there, if | 
you disallow the interest charge for the bond | 
interest, wnich was not being paid anyhow, the com- 
pany was practically on a total breakeven basis. | 
|| 


"And I don't remember this specificall;, but it 
seems to me there were indications that the company 
had indicated that they were going to increase the 
frequency of The Saturday Evening Post. When it was 
initially published, it was sold strictly over the 
counter on magazine and newsstands, and it had been 
a success to the extent that the company decided 
that they could begin to accept subscriptions on it. 
So that indicated to me that it had gotten ff the 
ground pretty much " 


4. 
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"The fact that Curtis was not in the position 
of havin“ the wolf at the door that they had to 
make che „lan, that they could keep the company 


more-or-less going until The Saturday Evening Post 
took eck... . CEE, at ро. I12U- 122). | 


SER VAAS LETTER 


"In retrospect, 1974 was a year of growth and 
rst vg but also a time of trial as the Company, 
freshly recovered from a decade of decline and id drift 


iled successfully through the heavy seas of paper 
pone unbelievable inflation and recession. 


"Spirits at Curtis are high as we begin 1975 
ANREDER TESTIMONY 


back to the ability of the company to continue as 

an ongoing company, was the progress that had been 
made under Mr. Ser Vaas' leadership in terms of 
eliminating substantial tax liabilities, in settling 
some Substantial litigation which the company had 
when he took over. And he cleaned up the balance 
sheet quite considerably." (Tr. at p. 126). 


SER VAAS LETTER 


| 
| 
"Another factor that I considered, that is going 
| 
"In 1974, Curtis sold its royaity interest in | 
certain properties in Ontario, Canada, near the | 
Kidd Creek Mine, со Texasgulf Corporation for | 
$1,000,000 | 
"The million dollars received from sale of its | 
royalty rights permitted the Company to pay off 
most of its remaining longterm debts aside froin | 
debentures, and to add to its working capital." 


ANREDER TESTIMONY 
"The other factor which I took into consideration 


was that in the company's proxy material they mentioned 
that there was no basis in valuing the mineral rights 


up in Timmins, Ontario, but. . . I had known from 
experience that there might have been a substantial 
yaiue; а residual in that ... . " (Tr, at p. 122). 


My expectation for the earnings potential of the 


| 
| 
| 
company in general and The Saturday Evening Post in particular, | 
have proved valid. In addition, the fact that I considered the 


+; 


310а 


Timmins royalty rights (whereas the defendant carried them at a 


nominal value) indicate that my analysis of value was realistic. 


On the other hand, defendant's witness assigned no .alue to the 
Timmins royalty rights and valued the Company's total equity at 


$1,000,000. His position was wholly unrealistic. 


) / 
Pn ud. ge in 


# Julius Anreder 


L4 


Sworn to before me this 


"TES of June, 1975 


Noi ne vedi. Sic: m Mew Yora 
No. 41-3321705 
Mualitied ir Guecns County 
Commission Ex;!ros March 30, 19 


| 


EXHIBIT A - 


PRESIDENT'S LETTER ANNEXED TO FOREGOING 


AFF IDAVIT 


FINANCIAL HIGHLIGHTS 


Net Revenues 


Income (Loss) Before 
Extraordinary item $ 
Net Income $ 
S 


Net Income per share 
Shareholders deficit 


$ 11,130,000 


$ (5,429,000) 


Year ended Deceinber 31 


ı74 1973 


$ 9,052,000 


(664,000) $ 111,000 
170,000 $ 111,0 
07 $ 0 


$ (5,765,000) 


PRESIDENT'S LETTER 


Dear Shareholders 


The Company's sales increased approximately 25% 
in 1974, reflecting continued strong interest in our 
published products. Since our reorganization in 1972, 
Curtis sales have increased 85%, good lence that 
the company is well on its way toward regsining sta- 
ture as à major national publications Organizu tio; 

‘Runaway mation dunng 1974 was particulary 
severe on publishing firms whose subscriptions were 
sold previously at prices which would not sustain sud- 
des increases in paper of 34%, ink increases of 36% 
and postage hikes of 20%. As a result, the Company 
experienced. losses. from ils publishing operations 
However, price increases on all. published products 
have been accomplished, more competiive printing 
facilities have been engaged, and operational cost sav- 
ings effected, with the expectation that 1975, al- 
though a recession year, will see the Company con- 
tinue its forward progress 

In 1974, Curtis sold its royally interest in certain 
properties in Ontario, Canada, near the Kidd Creek 
Mine, to Texasgulf Corporation for $1.000,000. Pre- 
vious to this sale, Curtis contacted and negotiated 
with six major corporations for a more favorable 
price, The Company engaged the services of one of 
Canada’s outstanding firms of geologists, Derry, Mich- 
ener and Booth, to determine the worth of the Com- 
pany's interests in the royalty rights 

The geologists confirmed prior. to the sale, that 
neither the Canadian government nor Texasgulf had 
any evidence of minerals. of commercial value on 
property governed by the royalty nights Accordingly, 
the Curtis board of directors approved the Texasgulf 
offer as the best price available to the Company 
which had held the rights for almost ten years with- 
out any clear prospect of gain for years to come, if 
ever 

The million dollars received trom sale of its royal- 
ty rights permitted the Company to pay oll most of 


its remaining long term debts aside from debentures, 
and add to its working capital А 

During 1974, the Company re-established iis book 
division, sold off in the 1960's. To date, the Com- 
pany has issued амо volumes edited by Mrs. Julie 
Eisenhower “hich are selling well. Four more vol- 
umes are in process as well as a bicentenmal volume 
drawing heavily from the Company’s library spanning 
two centuries. 


The Youth Division has released over a dozen 
books of cluidren’s features popularized in Jack and 
Jill, Child Life, Children’s Playmate and 
World. Whe Company won the Freedom Foundation’s 
1974 award for excellence in children’s publications. 


Young 


Holiday Magazine continues to show improve- 
ment. Circulation has stabilized and revenue from ad- 
vertising has increased. 


The Saturday. Evening Post, the Curtis "flag ship," 
begins its 247th year, battered by last years’ inllation 
but even stronger in the hearts of subscribers. Over 
half t 
Post subscriptions and advertising 


> company’s revenues are derived from sales of 


Our special publications, including ә new trade 
publication, Demolition Age, and International Re- 
ports, acquired last year, added to the Company's 
1974 revenue increase 

In retrospect, 1974 was a year of growth and inno- 
vation, but also a time of tria! as the Company, fresh 
ly recovered from a decade of decline and drift, sailed 
successfully through the heavy seas of paper short- 
ages, unbelievable inflation and recession. 

Spirits at Curtis are high as we begin 1975. Your 
Company's management and personnel are grateful to 
the stockholders for this opportunity to serve and we 
dedicate ourselves to efforts over and above the call 
of duty to maintain both your investment and your 
interest in this unique literary enterprise. 


Sincerely, 


Beurt SerVaas 


т» e T 4 


Vay 


A 


MEMORANDUM AND ORDER INCLUDING SUPPLEMENTARY M tA 312a 
FINDINGS AND CONCLUSIONS DENYING DEFENDANT'S MOTION 
UNITED STATES DISTRICT COURT (Filed August 25, 1975) 


SOUTHERN DISTRICT OF NEW YORK 


d dE EC M MU Mr d Ar EXP ай ей. жый 
OSCAR GRUSS and OSCAR GRUSS & SON, 73 Civ. 282-CLB 


Plaintiffs, 


-against- : MEMORANDUM AND ORDER 
[SUPPLEMENTAL FINDINGS] 
THE CURTIS PUBLISHING COMPANY, : ыле д 
STRICT G3... 
Defendant. : ME Sen EN 
AE we! жал Re eC UR PW de X de e de m л Wa р у] 
| AUG 25195 $ 
/, 


Brieant, J. м | ў 


—— 


Reargument is grented. Upon reargument the prior decisi: 
of the Court dated March 21,1975 is adhered to. The following 
Supplemental Findings of Fact and Conclusions of Law are 
stated pursuant to Rule 52(b), F.R.Civ.P. 

l. No scienter, or wilful intent to damage or 
defraud was proved against defendant. No such proof 
is necessary. A finding of negligence is sufficient 


to impose liability under §14(a). Gerstle v. Gambie- 


MICROFILM 
AUG 2 6 1975 


Skogmo, Inc., 478 F.2d 1281, 1298-301 (2d Cir. 1973). 
The Court, in describing the proxy statement as a 
"trap. for the unwary", did not intend thereby to make 
a finding of scienter. That phrase is well known to 
the common law in the context of negligence. See 
Coleman V. Robert Graves Co., 39 Misc. 85, 78 N.Y.S. 


893, 895 (Sup. Ct., Kings County 1902). 
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2. Defendant breached several duties imposed by 


rules, cited in the prior opinion, having the force of 
statute. Such breach of statutory duty is negligence 
per_se. If it is not negligence per se, it is, under 
the circumstances of this case, strong evidence of 
negligence, and the Court finds negligence on the part 
of defendant which was the proximate cause of 
plaintiff's foreseeable damages. 

3. If the negligence was that of defendant's 
attorneys in preparing the proxy materials, such 
negligence is imputed to defendant under familiar 
principles of the law of agency. 

statutory duties referred to in the 
aforemantioned decision are non-delegable, and 
defendant is responsible for any omission by its 
agents or attorneys. 

5. Plaintiffs and their agent Anreder exercised 
reasonable care and were not guilty of contributory 
negligence. 

6. No basis exists at this time to receive the 
testimony of SerVaas, proffered by affidavit and 
bearing on the credibility of the witness Anreder. 


No justification appears for the failure to call 
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SerVaas as a witness at the original trial of the 
action. is not newly disccvered evicence. 

personal motivation or animus, if any, of 
Gruss, Anreder or both of > > not relevant to the 
issues in this case. Gruss t to exercise his 

ights and would have done so but for 

violations of Rules l4a-9 and 101 Item 2. 

8. In its enforcement of the rights of security 


holders in a publicly-held Pennsylv corporation, 


which rights exist pursuant to federal securities laws, 


this Court is not limited directly or indirectly by 


procedural efforts of Pennsylvania state courts to 
"render the unwieldy, wieldable", In re Watt & Shand, 
304 A.2d 694, 238 (Pa. Sup. Ct. 1973). If defendant 
üesired to try the valuation according to such 
procedural rules, it shouid have waived the irregular 
exercise of the dissenting proxy, removed the foot of 


dese 


Gruss from its for the unwary", and remitted him 


to an appraisal proceeding in state court. 
9. This Court, in computing the damages suffered bv 
plaintiff, applied the per share valuation figure 


suggested by plaintiff's expert. The Court found the 


opinion of plaintiff's expert to be supported by the 
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evidence, and the considerations and implications 
flowing therefrom. Then, this Court tested the merits 
of plaintiff's expert's opinion by computing the 
present worth at 676 interest of the right to receive 
$134.75 per share postponed for thirteen years, and 
then reducing that mathematical result by a consider- 
ation of the likelihood of such peyment. The Court, 
upon reconsideration, finds no inconsistency between 
its finding that plaintiff's expert's opinion was 
correct and accurate, and its finding that 


r 


"[c]onservatively, Curtis had [at least] a 25% 


likelihood of survival and full payment."(Findings 


and Conclusions, March 21,1975, p.27). 


Defendant's motion to amend the Court's findings of 
fact and conclusions of law other than as aforesaid, and to amend 
the judgment, are, in all respects, denied. 

So Ordered. 


Dated: New York, New York 
August 45,1975 


^f р (i. 
__ Окам 1. PIT, "id 


CHARLES L. BRIFANTY JR. 
M U- B. D. Jd. 


$T IPUL ATION RESPECTING EXHIBITS Т.) 
ON APPEAL 


(Filed September 


BE MADE PART 
29, 1975) 


OF RFCORD 


UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORI 
-------------- —2-------------------- 73 Ci 2f 
OSCAR 1055 and OSCAR GRUSS & SON, 
Plaintiffs, 
-8 nst- 
ы CURTIS PUBLISHING COMPANY, 
Defendant 
e meon cuite scc iain kb ec ce ee noe pn cde ae en rm di ie oma -x 
IT IS HEREBY STI LATED, CONSENTED TO AND AGREED, 
and between the attorneys for the respective parties пег 
| that plaintiffs' Exhibits l, 2 and 4 throuqn 14 inclusiv 
| defendant's Exhibits A through D inclusive, as таглеа in 


| or for identification 
Southern District f 

| on appeal herein. 
De ted: New York, New 


September 29, 


in the trial of this actic in the 
New York, shal! be made part of t 4 
York 


oar —PTP. 
/ 2 KAS! 


/ 


:'OODKIND, WECHS 
GER£TEIN 


SLEP. 
) ( 
f “УДА 2 d P 
{ Member of the Firm 


Attorneys for Plainti! 


CASH & MARKS 


77 


„ЕЕ, 


M Member of "irm 


inc 


idence 


Attorneys а Tedendank 


PLAINTIFF'S EXHIBIT 2 - DEFENDANT'S PROXY STATEMENT 


The Curtis Publishing Company 


NOTICE OF ANNUAL MEETING OF SHAREHOLDERS 
September 14, 1972 


To the Holders of Prior Preferred Stock and Common Stock of The Curtis Publishing Company: 

The Annual Meeting of Shareholders of The Curtis Publishing Company (the " Company") will be held 
at The Benjamin Franklin Hotel, Ninth and Chestnut Streets, Philadelphia, Pennsylvania at 2:00 P.M., Phila- 
delphia Time, on Thursday, September 14, 1972 for the following purposes: 

(1) To elect, by the vote of the holders of the Prior Preferred Stock and Common Stock voting 
together, seven directors to serve until the next annual meeting of the shareholders and until their 
successors shall have been elected and quali. >d; 

(2) To elect, by the vote of the holders of the Prior Preferred Stock voting as a class, two directors 
to serve until the next annual meeting of the shareholders and until their successors shall have been 
elected and qualified or until the plan of recapitalization and acquisition referred to below becomes 
effcctive, whichever occurs first; 

(3) To vote upon the adoption of a plan of recapitalization and acquisition through the adoption 
of the following group of related proposals which are to be voted upon together: 

(a) To amend and restate the Articles of Incorporation, fixing the authorized number of 
shares of Common Stock, no par value, at 8,000,000, to read substantially as set forth in Exhibit A 
to the Proxy Statement and to reclassify, change and convert (i) each outstanding share of $4.00 
Dividend Series Prior Preferred Stock into 1.54 shares of Common Stock, no par value, (ii) each 
outstanding share of $1.60 Dividend Series Prior Preferred Stock into 0.93 shares of Common Stock, 
no par value, and (iii) each outstanding share of Common Stock, $1 20 par value, into 0.10 shares 
of Common Stock, no par value, 

(b) To apply all of the unrestricted capital surplus outstanding immedictely following we 
amendment and restatement of the Articles of Incorporation, referred to above, to the reduction of 
the accumulated deficit and 

(c) To approve the t cms cf the Agreement and Plan of Reorganization, dated as of July 1, 
1972, by and between The Curtis Publishing Company and Review Publishing Co., Inc., which 
agreement provides for the acquisition by Curtis of all of the assets and liabilities of Review (see 
Exhibit B to the attached Proxy Statement) ; and 
(4) To authorize the Board of Directors to sell or otherwise dispose of any or all of the assets of the 

Cc прапу or of its subsidiary, The Saturday Evening Post Company, for such consideration and upon 

such terms and conditions as the Board of Directors in its sole discretion may deem desirable, if the 

plar of recapitalization and acquisition is not adopted. 

(5) To transact such other business as may properly come before the meeting or any adjournm ents 
thereof. 

The Board of Directors has fixed July 27, 1972 as the record date for the determination of holders of 
Prior Preferred Stock and Common Stock entitled to notice of and to vote at the meeting 

If you do not expect to attend the meeting, plcase sign, date and return, in the envelope provided, the 
enclosed form of Proxy which is being solicited on behalf of the management by the direction of the Board 
of Directors. The Proxy shows the form in which your stock is registered. Your signature should be in the 
same form. 

THE PLAN OF RECAPITALIZATION AND ACQUISITION REQUIRES THE AFFIRMA- 
TIVE VOTE OF THE HOLDERS OF A MAJORITY OF THE OUTSTANDING SHARES OF 
COMMON STOCK AND THE AFFIRMATIVE VOTE OF THE HOLDERS OF TWO-THIRDS 
OF THE OUTSTANDING SHARES OF EACH SERIES OF PRiOR PREFERRED STOCK 
PLEASE GIVE THIS MATTER YOUR IMMEDIATE ATTENTION AND SIGN AND MAIL 
N YOUR PROXY. By Order of the Board of Directers 
Plradelphia, Pennsylvania MARGARET B. WILKINSON, 

July 7, 1972 Secretary 
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i The Curtis Publishing Company 


SUMMARY OF PRINCIPAL FEATURES OF PROXY STATEMENT 


Index to Summary 
(See page 7 for Table of Contents of Proxy Statement) 


Page Page 
Genera! information about the Meeting 1 Factors to be Considered ........ Are 3 
Businesses of Curtis and Review 2 Statements of Operations of Curtis and 
Management of Curtis Review . ; РР ON 3 
after the Acquisition . 2 Book Values Per Share ...........:: Tn y _ 
Securities to be Issued .... 2 Earnings (Losses) Per Share ..... v 4 
Reasons for Proposed Plan of Recapitaliza- Market Prices of Curtis Securities 5 
tion and Acquisition ....... 3 Ownership of Review by Mr. Ser Vaas 6 


The attached Proxy Statement is furnished in connection with the solicitation of proxies by t е manage- 


ment of The Curtis Publishing Company (referred to as the "Company" or "Curtis" herein) for use at the 
Annual Mecting of Shareholders to be held on Thursday, September 14, 1972 and at any adjournment thereof. 
Cross references in this summary are to headings in the Proxy Statement. This summary 15 qualified in its 


entirety by such references. 


General Information About The Meeting 
Date and Time: Thursday, September 14, 1972, 2:00 P.M., Philadelphia Time. 
Place: The Benjamin Franklin Hotel, Ninth and Chestnut Streets, Philadelphia, Pennsylvania 


Proposals to be Voted Upon: The election of directors and the adoption of a plan of recapitalization 
and acquisition. The plan of recapitalization and acquisition is composed of three major elements and 
such plan will be voted upon as а ingle proposal: 


(a) the amendment and restatement of the Articles of Incorporation, fixing the authorized number 
of shares of Common Stock, no par value, at 8,000,000, to read substantially as set forth in Exhibit A 
to the Proxy Statement and the reclassification, change and conversion of (i) each outstanding share 
of $4.00 Dividend Series Prior Preferred Stock into 1.54 shares of Common Stock, no par value, 
(ii) each outstanding share of $1.60 Dividend Series Prior Preferred Stock into 0.93 shares of 
Common Stock, no par value, (iii) each outstanding share of Common Stock, $1.00 par value, into 
0.10 shares of Common Stock, no par value, 


(b) the application of all of the unrestricted capital surplus outstanding immediately following 
the amendment and restatement of the Articles of Incorporation to the reduction of the Accumulated 
Deficit and 


(c) the approval of the terms of the Agreement and Plan of Reorganization, dated as of July 1, 
1972. by and between The Curtis Publishing Company and Review Publishing Co., Inc., which 
avreement provides for the acquisition by Curtis of all of the assets and liabilities of Review (see 
Exhibit B to the attached Proxy Stateme nt). 


Гис sharcholders also will vote upon a prt posal to authorize the Board of Directors to sell or 
otherwise dispose of any or all of the assets of the Company or of its subsidiary, The Saturday Evening 
Post Company, if the plan of re apitalization and acquisition is not adopted, for such consideration and 


upon such terms and conditions as the Board of sctors in its sole discretion may deem desirable. 
Securities Entitled to Voie: Тік 4.00 Dividend Series Prior Pre'^rreó Stock, the $1.60 Dividend 

Series Prior Preferred Stock and the Common Stock, $1.00 par value Sec "Voting Securities ^ 

Record Date" , 


1 


319a 
Record Date: July 27, 1972. 
Appraisal Right he holders of Prior Preferred Stock may exercise ippraisal rights, but must exercise 
such rights within certain periods of time as set forth under “Aq praisal Rights". If the plan of recapital- 
izauon and acquisition 15 approved by the required shareholde. vote, the holders of the Prior Preferred 


Stock will be bound thereby unless they exercise their ippraisal rights 


Businesses oı Curtis and Review 

Curtis, through its subsidiary, The Saturday Evening Post Company, is principally engaged in the publica- 
tion of HOLIDAY magazine, JACK AND JILL magazine and the new THE SATURDAY EVENING POST 
magazine (a quarterly). Sce “Business, Property and Litigation of Curtis”. 

Review is principally engaged in the publication of children’s magazines and trade and special interest 
periodicals. See "Review Publishing Co., Inc.—Business and Management” 


Management of Curti- after the Acquisition 

Ihe directors of Curtis will not be changed bv reason of the acquisition. See “Directors and Officers” 
However, it should be recognized that substantial management and related services are currently being supplied 
by Review pursuant to a management agreement, dated July 1, 1970. See "Services Provided by Review". 


Securities to be Issued 


Upon the plan of recapitalization and acquisition becoming effective, a maximum of 2,398,518 shares 
of Common Stock, no par value, (hereinafter sometimes referred to as the "New Common Stock") of Curtis 
will be issued, as follows: 


Aggregate Shares of 
Class of Security Exchanged, Common Stock, no par value, 
Reclassified or Converted Exchange Ratio* Issued to Class 


Curtis Debentures 9.84 shs. for each $100 635,172 shs.** 
principal amount 

Curtis $4.00 Diviaend Series 

Prior Preferred Stock 1.54 shs. for each share 515,084 shs 
Curtis $1.60 Dividend Series 

Prior Preferred Stock 0.93 shs. for each share 222,659 shs 
Curtis Cominon Stock, $1.00 par value 0.10 shs. .- each share 355,557 shs. 
Shares to be issued for the 

assets and liabilities of Review*** 670,046 shs 


2,398,518 shs.** 


*The exchange ratios were determined by the Board of Directors of the Company after giving consideration 
to all relevant factors, including accrued interest on the Debentures, dividend arrearages on the Preferred 
Stock and liquidation preferences as well as comparative market values of the respective classes of securities. 
The ratios were determined with a view to giving the Debentures and the Preferred Stock five times their 
average market value in terms of the average market value of the present Common Stock and giving the present 
Common Stock its average market value. The resulting ratios were then divided by ten in order to avoid having 
outstanding an excessive number of shares of New Common Stock following the recapitalization and acquisi 
поп 

** Assuming 100% of the Debentures outstanding are tendered pursuant to the Exchange Offer. See 
“Exchange Offer” 

***SerVaas, Inc. is the sole shareholder of Review. Beurt R. SerVaas is the sole shareholder of SerVaas, 
Inc. Mr. SerVaas is the Chairman of the Board, President and Treasurer and ‘he principal shareholder of 
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Assuming 100% acceptance of the exchange offer, the percentage of market value held by the Debenture 
holders and the Preferred stockholders will increase and the percentage of market value held by the Common 
stockholders will decrease from approximately 56% to approximately 15%. See table on page 10. 


Reasons for Proposed Plan of Recapitalization and Acquisition 


The reasons for the proposed plan of recapitalization and acquisition are to simplify the capital structure 
of the Company, to increase the resources available to the Company and to retain the management necessary 
for the Company to continue publishing magazines. See "Plan oí Recapitaiization and Acquisition". 


Factors to be Considered 


A number of factors relating to the Company stated below and elsewhere in this Proxy Statement in more 
detail should be considered. 


1. Losses and Changes in Operations. The Company has had a loss from operations in each of the last 
ten years; except 1966 when it earned $347,000. For information as to the last five years, see “Consolidated 
Statement of Operations" and "Statement of Changes in Shareholder's Equity" of the Company and Sub- 
sidiaries. Since 1967, the Company "as discontinued a number of urprofitable operations, including in 1969 
publication of the old THE SATURDAY EVENING POST magazine and has disposed of a significant 
number of its properties. See "Recent Developments." The Company’s present principal ope..tions ccasist 
of publishing three magazines, HOLIDAY, JACK AND JILL and the new quarterly THE SATURDAY 
EVENING POST. Concerning recent changes in the publishing industry, see “Business, Property and Litigation 
of Curtis.” 


2. Working Capital. The Company’s current ratio is approximately 1:1, see “Consolidated Balance 
Sheet” of the Company and Subsidiaries. A more favorable ratio is needed before the Company can liquidate 
its overdue accounts payable and accrued expenses. Only approximately 20% of its current assets is cash, all of 
which is needed for the Company’s current operations, see “Projected Changes in Cash (Unaudited)”. There 
are no sources of additional capital presently available to the Company. 


3. No Dividends. The Company has been unable to pay any dividends on its Common Stock, $1 par 
value, since 1960 and even if th~ plan of recapitalization and acquisition is adopted there can be no assurance 
that dividends will ever be paid on the New Common Stock. See “Description of Capital Stock—-New Common 
Stock, no par value.” 


4. Large Legal Fees. The amounts paid by the Company in legal fees “^” the year ended December 31, 
1971, were approximately $557,000 and the amounts paid by the Company in асра! fees to date in the current 
fiscal year were approximately $236,000. 


5. Losses and Working Capital of Review. The results of operations of Review for its last three 
fiscal years, and for the eight months ended March 31, 1972, have been losses. Its ratios of current assets to 
current liabilities at July 31, 1971, and at March 31, 1972, declined from 1.37 to 1 to 0.89 to 1. See “Siate- 
ments of Consolidated Operations." 


6. Benefits io be Received by Mr. SerVaas. Under the plan, the percentage of the voting securities of 
the Company owned by Mr. SerVaas will increase from approximately 18% to approximately 32%. The num- 
ber of shares of ~ew Common Stock of the Company (670,046) to be paid by the Company for the assets of 
Review was determined by Mr. SerVaas. The 711,156 shares of Common Stock presently owned by Mr. 
SerVaas were purchased by him in 1970 for 10c per share when the market price wa. 50c per share. Following 
consummation of the plan, Mr. SerVaas will receive his purchase price ($82,400) plus accrued interest for the 
$1,030,000 principal amount of Debentures which he holds. See “Plan of Recapitalization and Acquisition— 
The Acquisition” and “Election of Directors—Certain Transactions" 


Statements of Operations of Curtis and Review 
For information concerning the Statements of Operations of Curtis and Review, see “Consolidated State 
ment of Operations" with respect to Curtis and “Statement of Consolidated Operations” with respect to Review. 
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As the future of th Company as an operating entity is dependent upon the success of its future 
perations, and due to significant litigation and claims pending and other contingencies (referred to in Note 
to Parent Company and Consolidated Financial Statements) which could have a material adverse effect 
upon the businc r financial condition of the Company, the Report of Independent Public Accountants 
expresses no opinion with respect to such financial statements. 


Book Values Per Share 


The following tables set forth as of March 31, 1972, the negative book values per common share of 
Curtis and Review and the pro forma negative book values after giving effect to the Plan of Recapitalizatior 
See "Pro Fot ma Condensed Combined Balance Sheet" 


Negative Book Value Per Common Share 
March 31, 1972 


í urtis 
His эпса! 


Based on outstanding shares $(14.72) 


Pro Forma Combined: 
Based on outstanding shares— 
Assuming exchange of 100% of Debentures $ (1.63) $( 10,921) 
Assuming exchange of 90% of Debentures $ (2.04) $( 13.668) 


Assuming exchange of 75% of Debentures E (2.71) $( 18.157) 
e E 


Earnings (Losses) Per Share 


The following tabulations reflect the historical earnings (losses) per common share of Curtis and Review 
These tabulations are based on the historica! financial statement: appearing under "Consolidated Statements 
of Operations." Such historical statements and their introductions and notes should be read in conjunction 
with these tabulations. 

The pro forma losses ner share ‘before extraordinary items) for the twelve months ended March 31, 1972 
are after giving effect to tue Plan of Recapitalizatiou. See "Pro Forma Combined Summary Incoine Statement" 


TUE CURTIS IUBLISHING COMPANY 


Three Months Ended 
March 31, Years Ended December 31, _ der 
1972 1971 1970 1969 1968 1967 
(unaudited) (not covered 
by Auditors’ 
Report) 
Per Share of Common Stock 
(after provision for 
cumulative unpaid dividends 
of $1,147,000 annually ) 
(Loss) before extraordi 
nary items ..... $ (.12) $ (57) $ (1.15) $ (3.45) $ (5.46) $ (1.09) 
ixtraordinary items, net gn 82 (2.33) (.74) — 


Net income (loss) ..... $ (.12) $ (17) $ 1 $ (33) $ ( 78) $ (620) $ (1.69) 


Dividends on Common Stock None None None None .2 None None 


REVIEW PUBLISHING CO, INC. 


322a 


اا 
Eight Months Ended naan‏ 
__March3t, үеаге Ended July 31, jr 31‏ 
1967 1968 1969 1970 1971 1971 1972 _ 
(unaudited) | NM M‏ ` 
Per share of Common Stock:‏ 
Income (loss) before extraor-‏ 
КАШУ ШАШ... ....... $:0013)-..$.280 $ (77) S (512) $ (6901) $1872) s 32322‏ 
Extraordinary items (charge) . | 0 106 _ 0 NE -0- _ © (502)‏ 
Net income (loss) ......... $ (613) $ 356 $ (77) $ (512) $ (691) $ (872) $ (180)‏ 


Losses Per Share (Before Extraordinary Items) 
Twelve Months Ended March 31, 1972 


Curtis 
Historical: 
O DO O SC Cor e EEEE $ (.78) 
Pro Forma: 
Based on outstanding shares— 
Assuming exchange of 100% of Debentures .. ............... $ (.16) 
Assuming exchange of 90% of Debentures .................. $ (.19) 
Assuming exchange of 75% of Debentures ....... .......... $ (.22) 


| 
li 


Market Prices of Curtis Securities 


The comparative market prices for the Debentures, the $4.00 Dividend Series Prior Preferred Stock, the 
$1.60 Dividend Series Prior Preferred Stock and the Common Stock, $1.00 par value, of Curtis on the 
Philadclphia-Baltimore-Washington Stock Exchange, as reported by said stock exchange, were as follows for 


the periods indicated: 


$1.60 


$4.00 
Dividend Series Dividend Series 


. Debentures Prior Preferred Stock Prior Preferred Stock 
Year High Low „Rigi Low Aigh Low 
К, A 60 40 LEA 23% 15 8% 
o ovens 50 18 32 5% 10 % 
O e 22% 7% 5% E 3 % 
mimos. ...... 2234 1656 9 5 3% 1% 
2nd Qtr. ..... . 23% 20 676 436 356 256 
х. Ot. oo % 21 5% + 2%% 2% 
OE 26 12 4% 2% 2% 1 
1972 Ist Qtr. 30 15 4% 2% 2% 1 
2nd Qtr. 32 19 4% 2% 354 1% 


Common Stock 


High 
13% 
7% 


Low 
5% 


Exchange of the Debentures, Prior Preferred Stock and Common Stock ($1.00 par value) of the Company 
were as follows: 


Debent г. ЗА Med E e $20.00 


$4.00 Dividend Prior Preferred ............ $3.50 
$1.60 Dividend Prior Preferred ............. $1.625 bid, $2.125 asked 
Common Stock ($1 par value) .............. $0.5625 


The Common Stock, $1.00 par value, of Curtis is also traded on the Midwest and Pacific Coast Stock 
Exchanges. 


There are no Shares of Common Stock, no par value, authorized, issued or outstanding at the date hereof. 


Ownership of Review by Mr. SerVaas 


All of the capital stock of Review Publishing Co., Inc. is owned by SerVaas, Inc. Beurt R. SerVaas, 
Chairman of the Board, President and Treasurer of Curtis, own: all of the outstanding capital stock of SerVaas, 
Inc. The number of shares of New Common Stock of the Conipany to be issued for the assets and liabilities 
of Review was determined by Mr. SerVaas and accepted by the Board of Directors of the Company. See 
“The Acquisition." 

Mr. SerVaas holds 28,348 shares of $1.60 Dividend Prior Preferred Stock and 711,156 shares of 
Common Stock, $1.00 par value, which together represent approximately 18% of the Ouistanding voting 
securities of the Company. Upon consummation of the proposed recapitalization of the Company and the 
acquisition by the Company of the assets and liabilities of Review Publishing Co., Inc., wholly owned by 
Mr. SerVaas indirectly, Mr. SerVaas will own directly or indirectly an aggregate of 767,526 shares of New 
Common Stock which will represent not less than 32% (nor more than approximately 34% ) of the outstanding 
voting securities of the Company. See “Plan of Recapitalization and Acquisition". 
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PROXY STATEMENT 


ANNUAL MEETING OF SHAREHOLDERS 


September 14, 1972 


GENERAL 


This Proxy Statement is furnished in connection with the solicitation of Proxies by the management of 
The Curtis Publishing Company for use at the Annual Meeting of Shareholders to be held at 2:00 P.M., 
Philadelphia time, on Thursday, September 14, 1972, at The Renjamin Franklin Hotel, Ninth and Chestnut 
Streets, Philadelphia, Pennsylvania and at any adjournment thereof. 


Proxies 


A Proxy in the accompanying form which is properly executed and returned will be voted in accordance 
with the instructions contained thereon. In the absence of such instructions, the shares represented by a Proxy 
wil! be voted for the election of directors and in favor of cach of the proposals. Except as specified in this 
Proxy Statement, management does not intend to bring any matter before the meeting and does not know 
of any matter which anyone else proposes to present for action at the meeting. If, however, any other matters 
properly come before the meeting, the persons named in the accompanying form of Proxy, or their duly con- 
stituted sut stitutes, will be deemed authorized to vote or otherwise act on such matters in accordance "ith 
their judgment. 

A Proxy may be revoked by the person giving it by delivering written notice of revocation to the Secretary 
of the Company at any time prior to the exercise of the powers conferred thereby. 


Voting Securities — Record Date 


The outstanding number of shares of each class of voting securities of the Company as of July 27, 1972 
(the record date for voting at the Annual Ме; ung), and the number of votes to which each class is entitled 
are as follows: 


Prior Preferred Stock: " 
$4.00 Dividend Series ...................... 334,470 
$1.60 Dividend Series ....................... 239,418 
sess su So Йа Жж seule Sn 0f 3,555,568 
PME IRA Rove aa eer ees х 4,129,456 


Beurt R. SerVaas, Chairman of the Board, President and Treasurer of the Company, holds 28,348 shares 
of $1.60 Dividend Series Prior Preferred Stock and 711,156 shares of Common Stock which together represent 
approximately 18% of the outstanding voting securitics of the Coinpany. The shares of $1.60 Dividend Series 
Prior Preferred Stock represent ipproximately 11.8% of the outstanding shares of that series. For additional 
information, see "Principal Sharcholders." 

Only holders of Prior Preferred Stock and Common Stock of record at the close of business on July 27, 
1972 will be entitled to vote at the meeting. Each holder of Prior Preferred Stock and Common Stock entitled 
to vote at the meeting shall have the right to one vote for each share standing in his name on the books of the 
Company, except that voting may be cumulative in the election of directors. 
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The costs of the solicitation of Proxies will be borne by the Company. In addition to the solicitation of 
Proxies by mail, Proxies may be solicited by the Company’s directors, officers and regular employees through 
personal interview, telephone or telegram. The Company may pay persons holding stock of record only or 
their nominees for their expenses in sending soliciting material to their principals. The Company has retained 
D. F. King & Co., Inc., New York, N.Y., to assist in the solicitation of Proxies and will pay such firm a fee, 
including out of pocket expenses, estimated at $17,000. The aggregate expenses c* the plan of recapitaliza- 
tion and acquisition are estimated at $250,000. 


PLAN OF RECAPITALIZATION AND ACQUISITION 


The proposed plan of recapitalization and acquisition provides that the holders of outstanding securities 
of the Company will receive shares of Common Stock, no par value, as follows: 


9.84 shares for each $100 principal amount of 6% Subordinated Income Debentures Due 1986 
1.54 shares for each share of $4.00 Dividend Series Prior Preferred Stock. 
0.93 shares for each share of $1.60 Dividend Series Prior Preferred Stock. 
0.10 shares for each share of Common Stock, $1.00 par value. 


The above exchange ratios were determined by the Board of Directors of the Company after giving 
consideration to all relevant factors, including accrued interest сл the Debentures, dividend arrearages on the 
Preferred Stock and liquidation preferences as well as comparative market values of the respective classes of 
secr-ities. The ratios were determined with a view to giving the Debentures and the Preferred Stock five times 
their average market value in terms of the average market value of the present Common Stock and giving the 
present Common Stock its average market value. The resulting ratios were then divided by ten in order to avoid 
having outstanding an excessive number of shares of New Common Stock following the recapitalization and 
acquisition. 

The plan, if approved, and the Exchange Offer, if successful, will provide the Company with a single class 
of equity securities, eliminate the huge interest and di ‚депа burden presently in effect ($1,596,161 annually), 
substantially reduce the accumulated deficit by applying the resulting unrestricted capital surpius thereto and 
substantially reduce the amount of Jong term debt outstanding. See “Capitalization”. A purpose of the plan is 
to enable the Company to attempt to obtain credit for the conduct of its business. Credit has not beer. available 
to the Coinpany for some time, except for limited advances which have been personally guaranteed by Mr. 
SerVaas. nother purpose of the plan is to «aake the Company more attractive for purposes of a merger or 
similar business combi:.ition in order that it may be in a position to utilize all or some portion of its tax loss 
carryforwards. There is no assurance that either objective will be achieved in whole or in part. The tax loss 


carryforw^4. <culd be subject to significant reduction. See Note 3(c)3 to Parent Company and Consolidated 
Financia! ùi; tas ents 

All or {>з Company’s cash is required for working capital and its operations will not support the present 
huge interes’ an.: ;dend burdens. Unless the Company сап be recapitalized promptly on an all common 
stock basis, manageııent kno%s of no alternative to a liquidation of the Company in which the holders of 
the Debentures (which 2:2 subordinated to general creditors on liquidation) would receive very little, if 


anything, and the holders | 1 che Prior Preferred Stock and Common Stock, $1.00 par value, would receive 
nothing. 

The aiternatives to the proposed plan of recapitalization and acquisition which the Board of Dircctors of 
the Company has considered iuci^ le voluntary liquidation or continued operations until either the Company's 
financial resources are exhausted or its operations become stable. The plan of recapitalization and acquisition 
represents in the opinion of the management the best of these alternatives from the point of view of the Com- 
pany's security holders. 

If the plan of recapitalization and acquisition is approved at the Annua! Meeting of Shareholders, holders 
^f the outstanding Prior Preferred Stock, $4.00 Dividend Series and $1.60 Divid Series, will become 
holders of Common Stock, no par value. Accordingly the respective preferences, qualifications, privileges 


and limitations summarized under the caption “Prior Preferred Stock” will cease and said holders will have 
the rights of holders of Common Stock, no par value. See “Common Stock, no par value (Present)”. 

Approval of the plan of recapitalization and acquisition will require: (i) the affirmative vote of the 
holders of two-thirds of the outstanding shares of $4.00 Dividend Series Prior Preferred Stock voting as a 
Class, (ii) the affirmative vote of the holders of two-thirds of the outstanding shares of $1.60 Dividend Series 
Pricr Preferred Stock voting as a class and (iii) the affirmative vote of the holders of a inajority of the out- 
standing shaies of both classes of Prior Preferred Stock and the Common Stock, $1.00 par value, voting 
together. If such approval is ouzined, the filing of the Articles of Amendment to the Articles of Incorporation 
with the Commonwealth of Pennsylvania will automatically effect the reclassification, change and conversion of 
both series of Prior Preferred Stock and the Common Stock, $1.00 par valuc, into Common Stock, no par value, 
subject only to the appraisal rights of the holders of the Prior Preferred Stock pursuant to Section 515 of 
the Pennsylvania Business Corporation Lev. See “Appraisal Rights" and Exhibit C. 

The Board of Directors has reserved the right not to file the Articles of Amendment э the Articles of 
Incorporation if tess than $5,809,500 principal amount (90% ) of Debentures outstanding, or such lesser 
amount (not less than 75% ) as it may approve, accept the Exchange Offer. (See “Е: „апре Offer") 

Upon completion of the recapitalization and the acquisition of Review Pub'‘shing To., Inc., management 
intends to pursue its efforts toward reducing operating losses, and to endeavor .- utilize the Compar y's tax loss 
carryforwards by seeking combinations, through merger or otherwise, with ; <ofitable '^^sinesses. И presently 
has no plans to borrow funds or tc raise capital through any public offering of its sect: i es and has по plans, 
understandings or agreements, written or oral, for a business combin^*ion through merger or otherwise. 

Application will be made to list the Common Stock, no par valve, on the Philadelphia-Baltimore- 
Washington Stock Exchange. There is no assurance that the Common Stock, no p — alue, wili be accepted for 
listing on such Exchange. 

« The following table shows a comparison of the aggregate market values (based on an average of the last 
sale prices on Philadeiphia-Baltimore-Washington Stock Exchange in the months of Septe. ber 1971 through 
February 1972 for each security) of the respective ciasses of securities of Curtis and also the extent of partici- 
pation which each such class will have in the Common Stock, no par value, assuming 100% and 75% 
acceptance of the Exchange Offer referred to below. 


Participation in New Common Stock _ 


Shares or Assuming 100% Assuming 75% 
Average Principal Acceptance of Acceptance of 
Market Amount Exchange Offer _ _ Exchange Offer 
Security Price(1) Outstanding Preset Markrt Value _ Shares — ©. З Shares %o 
$20.50 per 
Debentures ...... $100. $6,455,000 $1,323,275 20.16% . 635,172 26.48 476,379 21.27 
$4.00 Dividend 
Series Prior 
Preferred $3.21 per 
os ЕРИ share 334,470 shs. 51,07,91 16.35% 515,084 21.48 515,084 23.00 
$1.60 Dividend 
Series Prior 
Preferred $1.94 per 
Stock ..... ... share 239,418 she. $ 463,872 7.07 % 222,659 9.28 222,659 9.94 
Common Stock, $1.04 per p ! 
$1.00 par vż'ue share 3,555 568 shs. — $3,703,716 56.42%. 355,557 14.82 355.557 15.87 
$6,563,954 100.00% 
Shares to be issued in the acquisition of Review .. ... .. d 670,046 27.94 “70,046 29.92 
Total ‘ 2,398,518 100.00 39,725 100.00 


(1) The average market price for each security is based on an average of the last sale prices on the Phila- 
delphia-Baltimore-Washington Stock Exchange in the months of September 1971 through February 1972. 
The New Common Stock participation amounts will depend upon the percentage acceptance of the 
Exchange Offer and the number of shares of Prior Preferred Stock in respect of which appraisal rights are 
perfected. 
The Exchange Offer 
As part of the plan of recapitalization anc acquisition, the Company concurrently with the solicitation of 
Proxies for the Annual Meeting of Shareholders wili conduct an Exchange Offer to the holders of the Deben- 
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tures. This Exchange Offer will not become effective if (i) approval of the plan of recapitalization ana 
acquis.uon is not obtained, (ii) the acquisition of the assets of Review is not consuminated or (iii) less than 
$5,809,500 aggregate principal amount (90% ) of Debentures outstanding or such lesser amount (not less 
than 7596) as may be approved by the Board of Directors, accept the Exchange Offer. 

The C».pany will offer to exchange 9.84 shares of Common Stock, no par value, for cach $100 
principal amount of Debenture tendered in conformity with the terms of the Exchange Offer. The Exchange 
Offer will expire at 3:30 P.M. Philadelphia time on Thursday, September 14, 1972. The Company may extend 
the Exchange Offer from time to time, but not beyond 3:30 P.M. on November 30, 1972. 

The aggregate principal amount of Debentures outstanding at the date of this Proxy Statement is 
$6,455,000 after giving effect to the exercise by the Company of options to purchase $1,030,000 principal 
amount of Debentures owned by Beurt R. SerVaas. For information concerning the amount to be paid to 
Mr. SerVaas for said Debentures, see “Certain Transactions”. 

The Company will pay securities brokers and dealers commissions at the rate of $.50 per $100 principal 
amount for Debentures exchanged through their efforts or facilities as evidenced by the appearance of the 
name of the soliciting broker or dealer on the Letter of Transmittal and Acceptance. 


The Acquisition 

The Board of Directors has approved, subject to the favorable action of the shareholders, the acquisitior. 
of the assets and liabilities of Review Publishing Co., Inc. Review is primarily engaged in the publication of 
five children’s magazines and six trade and special interest periodicals. Curtis is principally engaged in the 
publication of three magazines, HOLIDAY, JACK AND JILL and the new quarterly THE SATURDAY 
EVENING POST. Review pursuant to a Management agreement, dated October 13, 1970 and amended 
February 11, 1971, provides substantially all of the management and related services in connection with the 
publication of the magazines published by Curtis. 

It is the opinion of the management of Curtis that the proposed acquisition will have the effect 
of increasing the resources available to Curtis and retaining management necessary for Curtis to continue 
publishing magazines. 

Beurt R. SerVaas, Chairman of the Board, President, Treasurer and a director of Curtis, holds 28,348 
shares of $1.60 Dividend Series Prior Preferred Stock and 71 1,156 shares of Common Stock, $1.00 par value, 
which together represent approximately 1895 of the outstanding voting securities of the Company. Mr. 
SerVaas owns all of the outstanding capital stock of SerVaas, Inc. which is the sole shareholder of Review 
Publishing Co., Inc. Review Publishing Co., Inc. was acquired by Mr. SerVaas on October 15, 1957 and 
subsequently transferred to SerVaas, Inc. 

Under the plan of recapitalization, without the acquisition, Mr. SerVaas' interest in Curtis would be 
reduced from approximately 18% to approximately 4%. This reduced equity position was not acceptable to 
Mr. SerVaas and as : result the Company agreed to issue 670,046 shares of New Common Stock, no par value, 
of Curtis in exchange for the assets and liabilities of Review, with the result that Mr. SerVaas' interest will 
increase to a minimum of approximately 32%, and a maximum of approximately 34%, of the New Common 
Stock, depending upon the number of Debentures surrendered for exchange and the number of shares of Prior 
Preferred 5: ck in respect of which appraisal rights are asserted. In reaching such agreement, the Board of 
Directors u.” ће Company considered many factors, including the desired continued management of the com- 
bined companies by Mr. SerVaas as chief executive officer, the market values, book values, and income 
(losses) of both companies, as well as the prospects of Curtis and Review for the future, and determined that 
the proposed acquisition on such terms would be equitable and would benefit the shareholders of Curtis. 
Although the consideration for the assets and liabilities of Review was determined by Mr. SerVaas and cannot 
be considered to have been as a result of arm's length bargaining inasmuch as he is a director aud the chief 
exccutive officer of both the Company and Review, eight of the nine Curtis directors (Mr. SerVaas not 
voting) elected to accept Mr. SerVaas' proposal as understandable and essential to assure a strong managc- 
ment incentive and dedication over what could he a long period of time. 

Under the Agreement and Plan of Reorganization, (also referred to herein as the “Acquisition Agree- 
ment") thc assets and liabilities of Revicw will be acquired by Curtis in exchange for 670,046 shares of Com- 
mon Stock, no par value, of Curtis, representing 27.94% of the shares to be outstanding following the adoption 
of the plan of recapitalization and acquisition. 
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Review does not own any real property, having in March 1972 conveyed to SerVaas, Inc. the land ana 
buildings reflected on the Consolidated Balance Sheet of Review at July 31, 1971 at $51,044 (net of deprecia- 
tion of $44.335) together with mortgage and other debt related thereto of $32,342, which real property was 
unrelated to and was not used in connection with the publishing business of Review. 

Review also has outstanding two 6% debentures, each in the principal amount of $50,000 due 
December 1, 1972 and January 15, 1973, respectively, which are held by Mr. Burkhart, a director of Curtis, 
who has waived the right to convert the debentures into common stock of Review. Curtis does not intend 
to изе its cash resources to pay the debentures when duc, but plans either to extend the maturities thereof 
or to refinance them, see Note D to Consolidated Financial Statements of Review and Subsidiary. There is no 
assurance that the maturities of said debentures can be extended or that said debentures can be refinanced. 


Tax Consequences 


In the opinion of Messrs. Morgan, Lewis & Bockius, Philadelphia, Pennsylvania, counsel for the Company, 
the plan of recapitalization and acquisition wil) constitute a reorganization under Section 368(a)(1)(E) 
of the Internal Revenue Code of 1954, as amended (the “Code”), and Curtis will be a party to the reorgani- 
zation under Section 368(b) of the Code. Accordingly, no gain, other income or loss will be recognized to 
the holders of the Debentures, Prior Preferred Stock or Common Stock, $1.00 par value, upon the receipt by 
them of Common Stock, no par value, in exchange for their securities (including any right to deferred interest 
or accrued dividends thereon) under Section 354(a)(1) of the Code; and the bases and holding periods of 
Common Stock, no par value, in the hands of such holders will be the same as their bases and holding periods 
in the securities surrendered or converted (including any accrued interest or dividends) under Sections 
358(a) (1) and 1223(1) of the Code. 

In the opinion of said counsel, ao gain, other income or loss will be recognized to the Company on 
the issuance of its Common Stock, no par value, to the holders of the securities surrendered or converted 
pursuant to the plan of recapitalization and acquisition, under Section 1032(a) of the Code, nor will the 
Company obtain any tax loss benefit from Review upon its acquisition thereof, see Note 2 to the Statement of 
Consolidated’ Operations of Review and Subsidiary. 


Fractional Shares 


No fractional shares of Common Stock, no par value, will be issued. Any fractional interests in Common 
Stock, no par value, to which holders of Prior Preferred Stock and/or Common Stock, $1.00 par value, of 
the Company may be е. ‘itled will be sold by the Transfer Agent for ће Common Stock, no par value, ca the 
open market for the account of such holders after the plan of recapitalization and acquisition has become 
effective and the net proceeds, after deduction of brokerage commissions incident to such sale, will be remitted 
to such holders. 


AUTHORIZATION FOR SALE OF ASSETS 


If the plan of recapitalization and acquisition is not adopted by the shareholders, the new Board of 
Directors may decide to proceed with a voluntary liquidation on an orderly basis and, in this connection, to 
sell or otherwise dispose of any or all of the assets of the Company, including the three magazines, HOLIDAY, 
JACK AND JILL and THE SATURDAY EVENING POST, owned by the Company’s wholly owned sub- 
sidiery, The Saturday Evening Post Company. Accordingly, the shareholders aiso are being asked to authorize 
the Board of Directors to sell or otherwise dispose of any or all of such assets at such time or times, in such 
manner, for such consideration and upon such other terms and conditions as the new Board of Directors 
in its sole discretion may deem desirable, if the plan of recapitalization and acquisition is not adopted. Under 
Pennsylvania law, the Company may not sell, lease or otherwise dispose of all or substantially all of its 
assets without the prior approval of the holders of at least a majority of the outstanding shares cntitled to 
vote, Thus, if the shareholders do not approve the sale of assets proposal, thc Company will not be free to 
dispose of any of its principal assets without first seeking and obtaining shareholder approval. 


330a 

This proposal will require for adoption the affirmative vote of the holders of at least a majority of the 
outstanding shares of Prior Preferred Stock and Common Stok voting together as a sirrgle class. If the plan 
of recapitalization and acquisition is not adopted, and if the Board of Directors is not autherized to sell or 
otherwise dispose of any or all of the assets of the Company, and if the management is not able to stabilize 
the operations of the Company, the only remaining alternative will be to seek reorganization or liquidation 
under the federal bankruptcy laws. 

There arc no present arrangements, plans or negotiations for the sale or disposition by the Company of 
any of its assets. The п” :: гг of possible purchasers for any one or more of the magazines is limited, and any 
arrangement for the purchase of a magazine would involve the assumption by the purchaser of the unfulfilled 
subscription liability. 

In the ew-nt of a voluntary liquidation, the net proceeds from the sale of the assets would be used first tc 
pay the genera! creditors and any amount remaining vould be available for the Debentures, the Prior Pre- 
ferred Stock anc the Common Stock, in that order. It is not known whether any amount would be available 
for payment of the Debentures. However, if the Company should be forced to suspend publication of its 
magazines, particularly HOLIDAY magazine, the Company might be required to pay cash refunds to the 
extent that substitute magazines were not accepted by the subscribers, in which event, depending upon the 
amount of the cash refunds, the Debentures might receive nothing. 


ELECTION OF DIRECTORS 
Nominees for Director 


At the Annual Meeting the holders of the Common Stock and Prior Preferred Stock voting together will 
elect seven directors to serve for one year terms. In addition, the holders of the Prior Preferred Stock voting 
as a class, will elect two directors to serve for onc year terms or until the plan of recapitalization and acquisition 
becomes effective, whichever occurs first, in a separate election pursuant to the Articles of Incorporation which 
provide that if at any time six quarterly fixed dividends of Prior Preferred Stock are in arrears (39 quarterly 
fixed dividends are now in arrears), then, until all such arrearages are paid in full, the holders of the Prior Pre- 
ferred Stock, voting as a single cless, are entitled to elect two directors. Fixed dividend arrearages at May 
1, 1972 were $30.00 per share on $4.00 ($3.00 cumulative, $1.00 contingent) Dividend Series Prior Pre- 
ferred Stock and $6.00 per share on the $1.60 ($.60 cumulative, 1.00 contingent) Dividend Series Prior Pre- 
ferred Stock. The last payment of regular quarterly fixed dividends on the Prior Preferred Stock was made on 
April 1, 1961. On January 31, 1964 the Company paid the quarterly fixed dividends for the period from July 
1, 1961 to and including April i, 1962. The contingent dividends on the Prior Preferred Stock have not been 
earned since they were last paid on April 1, 1960. Although there was net income during the year ended 
December 31, 197!, there were no available earnings for this period, as defined in the Indenture, for the 
payment of interest op the outstanding Debentures, and no contingent dividends were earned on the Prior 
Preferred Stock tor this year. 

In clections for directors cvery shareholder of the Company entitled to vote has the right to vote in person 
or by proxy the number of shares of voting securities owned by him for as many persons as there are directors 
of a single class to be elected, or to cumulate his votes and give one candidate as many votes as will equal the 
number of such shares multiplicd by the number of such directors, or to distribute such votes so computed 
among as many candidates in such class as he shall determine. 

Proxies in the accompanying forms, properly executed, will be voted for the election of the nine 
nominees listed below, but, if аку one or more of such nominees should become unavailable, discretionary 
authority is reserved to cast votes for the election of a substitute or substiutes. The management presently 
does not know of any director who will not continue to be a nominee or will not be able to serve if elected. 


Amount of Securities 33la 
Beneficially Owned Directly 
or Indirectly March 15, 1972 
Common 
$4.00 $1.60 Stock, 
: Director Dividend Dividend $1.00 
Name Principal Occupation Since Series Series par value 


Frederic A. Birmingham Associate Publisher and Managing — — — — 
Editor, THE SATURDAY EVENING 
POST(1) 


Brady O. Bryson Partner, Morgan, Lewis & Bockius 
(attorneys at law) 


John Burkhart President, College/University 
Corporation (a life insurance company 
holding company ) 


Carson Emmons* Former Partner, Ernst & Ernst 


James N. Kise Partner, David A. Crane & Partners 
(architects and city planners) 


Arthur R. Murphy, Jr. President, Соттегсі: Communicatior 
Corporation (consultants in graphic 
arts and magazine publishing ) 


Robert D. Patterson* Treasurer and director, 
Foursquare Fund, Inc. and 
Foursquare Corporation 
(investments ) 


Knox M. Pitts, II Consultant to the Company 
for subscription, circulation 
and computer services 

Beurt R. SerVaas Chairman of the Board, President 1970 28,348 711,156 
and Treasurer of the Company 


* Nominee for election at the Annual Meeting by the Prior Preferred Stock voting a: a class. 


(1) Since 1970 Mr. Birmingham has been employed by the Company in various editorial capacities. From 
1968 to 1970 Mr. Birmingham was Senior Editor of STATUS magazine and from 1967 to 1968 was 
Editorial Director of STATUS and DIPLOMAT magazines. From August 1965 to October 1966 Mr. 
Birmingham was Senior Editor of THE READER’S DIGEST magazine. 


Mr. Kise’s wife owns beneficially 2,000 shares of $4.00 Dividend Series Prior Preferred Stock and 
7,000 shares of Common Stock, $1.00 par value. Mrs. Kise also has the beneficial interest in certain 
trusts which hold an aggregate of 31,061 shares of $4.00 Dividend Series Prior Preferred Stock and 
29,797 shares of Common Stock. 


Mr. Pitts has been a consultant to the Company for subscription, circulation and computer services since 
1971. From October, 1964 through May, 1972, Mr. Pitts was a Vice President 2nd the General Manager of 
Computer Services Company (subscription, circulation and computer services) of Terre Haute, Indiana, of 
which he v'as a co-founder. 


Directors and Officers 
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The present directors and executive officers of the Company are: 
Name Office 
Beurt R. SerVaas(1) Chairman of the Board, President, Treasurer and Director 
Margaret B. Wilkinson Vice President and Secretary 
Harry Е. Appelstein Director 
Brady O. Bryson(1) Director 
John Burkhart Director 
William P. Cole(1) Director 
Carson Emmons( 1) Director 
James N. Kise (1)(2) Director 
Arthur К. Murphv, Jr. Director 
Robert D. Patterson(2) Director 


(1) Member of the Executive Committee, Mr. SerVaas is Chairman of the Executive Committee. 
(2) Elected by the Prior Preferred Stock voting as a class. 


Mr. SerVaas was elected President and a director of the Company on May 26, 1970. For more than the 
past five years, Mr. SerVaas has been President and indirect owner of Review Publishing Co., Inc. During the 
same period, he has also been Chairman of the Board and controlling shareholder, directly or indirectly, of 
North Vernon Forge, Inc. (manufacturers of automotive parts and proprietary products), SerVaas 
Laboratories, Inc. (manufacturing chemists), SerVaas Investment Corp. (real estate holding company) and 
SerVaas, Inc. (a holding company). SerVaas, Inc. owns all the outstanding capita! stock of Review Pubiishing 
Co., Inc., and North Vernon Forge, Inc. Mr. SerVaas owns all of the outstanding capital stock of SerVaas, Inc. 
See “Review Publishing Co., Inc.—Business and Management”. 

Mrs. Wilkinson has been employed by the Company in various capacities for г ге than the last five years. 


r 4 Remuneration 


The following tabulation shows for the year ended December 31, 1971, the direct remuneration paid, 
on an accrual basis, and thc benefits estimated to be payable upon retirement under a terminated pension 
plan, by the Company and its subsidiary (i) to each director of the Company whose aggregate direct 
remuneration exceeded $30,000 and to each of the turee highest paid officers of the Company whose 
aggregate direct remuneration exceeded that amouut, and (ii) to all persons, as a group, who were directors 
or officers of the Company at any time during the year 1971. 


E. 
Name of Individual or Capacities in Which Remuneration Equity in 
. Identity of Group Remuneration Was Received ___in 1971 Pension Fund(1) 
Beet O DLT OK ТАЛАУ DeL Wet ety dr as per $ 50,000(2) س‎ 
КИИМИ В АИЯ EXSTEXITQ UTI TU Vice President and Treasurer ....... $ 64,000(3) $ 2,840 
Directors and officers as a group (15 persons) ........................ $182,491(4) — $22,281(5? 


(1) The Company Pension Plan and Trust was terminated cífective December 31, 1970, and the amounts 
shown represent the purchase of annuities for the employees covered by the Plan at that date. 

(2) For information concerning Mr. SerVaas' employment contract with the Company, see "Certain Trans- 
actions". E 

(3) Includes severance pay in the amount of $36,000 pursuant to Mr. Artz's employment agreemeni with 
the Company which was terminated as of May 28, 1971 and $10,000 for post employment services in 
the collection of a claim against a third party. 

(4) Includes directors’ fees aggregating $20,950, $17,900 paid on an accrual basis to Mr. Cole for consulting 
services, $1,000 paid to Mr. Kise for promotion services, and » 00 paid to Mr. Appelstein for services 
rendered. 

(5) Includes one officer in addition to Mr. Artz. 
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Stock Options 333a 
The only option to purchase securities of ue onpa 7 which was outstanding on March 1, 1972, was an 
option to purchase 20,000 shares of Common Stoc: $1.00 par value, of the Company granted in 1962 to a 


former officer of the Company at a price of $6.32 per ` are, which price was 85% of the fair market value of 
such stock on the date of grant. Such option was granted as an inducement to the former employee to enter 
the employ of the Company. Such option is exercisable through October 15, 1972. If the former employee dies 
prior to said date, any then unexercised portion of the option may he exercised before that date by an 
appointee under his Will or by his intestate heirs. 

The Company ^as a stock option plan (“Plan”) providing for the grant of "qualified stock options" as 
defined in Section 422 of the Internal Revenue Code of 1954, as amended. Under the Plan, stock options 
are generally exercisable cumulatively as to 20% of such shares in each of the five years following the date of 
grant. A maximum of 226,267 shares of Common Stock, $1.00 par value, are reserved fo: ance under 
the Plan. No options have been granted under the Plan since 1967 and no options under the Plan were 
outstanding as of December 31, 1971. No option may be granted thereunder after 1973. 


Certain Transactions 


The Company has an employment agreement with Mr. Beurt R. SerVaas, Chairman of the Board, 
President and Treasurer of the Company, under which the Company agrees to employ Mr. SerVaas in an 
executive capacity for a period of three years commencing July 1, 1970, and ending June 30 1973, with 
corapensation at the rate of $50,000 per year. This compensation will continue to be paid to Mr. SerVaas 
by the Company after the acquisition of the assets of Review in accordance with the terms of the employment 
agreement. Mr. SerVaas devotes more than 40 hours per week to the affairs of the Company anc its subsidiary. 

The Company's wholly owned subsidiary, The Saturday Evening Post Company, has entered into a 
management agreement with Review Publishing Co., Inc. (of which Mr. SerVaas is the President and, 
indirectly, the sole shareholder), under which Review has agreed to provide management services in con- 
nection with the pub.ication of the magazines HOLIDAY, JACK AND JILL and the new quarterly 
THE SATURDAY EVENING POST for a period of threc years commencing July 1, 1970, and ending 
June 30, 1973, for an annual fee of $50,000 with a provision that if the first .wo magazines show an 
operating profit during the period Juiy 1, 1972 to June 30, 1973, Review лаѕ the right to renew said agree- 
ment for an additional three year period ending June 30, 1976. On February 11, 1971, the Company 
entered into an agreement with Review covering the charges for certain services furnished to the Company 
by Review personnel on the premises of Review in Indianapolis, Indiana and the allocation between the 
two companies of rent and supplies. See "Services Provided by Review." Both the management agreement 
and the services agreement will be terminated upon the acquisition of Review by the Company. 

In the fourth quarter of 1970, Mr. SerVaas purchased from the Trustees under Paragraph Tenth of the 
Will of Cyrus H. K. Curtis and from the late Cary W. Rok, who at the time were considered members of a 
control grovp of the Company, an aggregate of 711,156 shares of Common Stock, $1.00 par value, at $.10 per 
share, 28,348 shares of $1.60 Dividend Series Prior Preferred Stock at $1.00 per share and $1,030,000 princi- 
pal amount of Debentures of the Company at $8.00 ner $100 principal amount for an aggregate cash con- 
sideration of $181,864. During the fourth quarter of 1970, the high sales prices on the Philadelpiiia-Baltimore- 
Washington Stock Exchange of the Debentures, the $1.60 Dividend Series Preferred Stock and the Common 
Stock were 22%, 3 and 2% and the low sales prices were 1234, % and 4, respectively. At the time of his 
acquisition of said Debentures, Mr. SerVaas granted to the Company options to repurchase all or any part 
of the Debentures ai any time within three years from his date of acquisition thereof, at his acquisition price 
of $82,400 plus interest thereon at an annual rate of 2 of 1% above the prime rate in effect from time to 
time at The Fidelity Bank, Philadelphia, Pennsylvania from the date of grant of the options to the exercise 
date. Interest in the amount of $6,528.84 for the periods from the dates of purchase through March 31, 1972 
on funds borrowed by Mr. SerVaas to purchase the Debentures has been paid to the lender by the Company 
for the account of Mr. SerVaas. On January 27, 1972, the Company elected to exercise the options at the 
option price of $8 per $100 principal © sount of Debentures plus interest, subject to the plan of recapitalization 
and acquisition having been declared effective, payment of the option price to be made by an unsecured 
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90 day promissory note of the Company in the principal amount of $82,400 plus accrued interest. ine 
Company aaticipates that such promissory note will be paid when due and the cash to be used in payment 
of the note has been reflected in the table entitled “Projected Changes in Cash (Unaudited)”. The sources 

i the cash to be used by the Company to pay the $82,400 plus interest are set forth in the portion of said 
table covering the three months ended December 31, 1972. However, there is no assurance that cash in that 
amount will be available for chat purpose. Upon the effectiveness of the plan of recapitalization and acouisi- 
tion, the Debentures owned by Mr. Se-Vaas will be surrendered to the Company in exchange “Jr such 
Promissory note and be cancelled. Such Debeniures will not participate in the Exchange Offer. 

Philip P. Kalodner acted as Chief Executive Ofücer of the Company from April 15, 1969 to April 24, 
1969, on which date he was elected President, serving in that capacity until his successor was elected on May 
27, 1969 following the Annual Meeting of Shareholders Mr. Kalodner continued as a director until his 
resignation October 9, 1970. 7п 1969, the Company paid Mr. Kalodner $27,700 for his services as an officer 
and director. The Company ао paid the expenses, estimated at $15,000, of Mr. Ка): 4ner’s unsuccessful 
proxy solicitation in connection with the 1969 Annual Meeting. For his services as an a.torney rendered in 
1969 and thereafter, the Company has paid Mr. Kalodner fees aggregating $87,000. The Curtis Peusion Trust 
for the same period paid him $124,250 for services as an attorney and trustee. Directors' fees paid to him 
in 1970 amounted to $4,900. In March 1971, the Comp: commenced suit against Mr. F.alodner seeking 
certain equitable relief. As part of the settlement of this + ation in June 1971, Mr. Kalodner assigned 
to thc Company $2,485,000 principal amount of Debenture;, subject to an agreement between Mr. Kalodner 
and a third party from whom he had acquired the Debentures and to whom the Company agreed to pay 
$161,525 for said Debentures by March 31, 1974. In June 1971 said Debentures had a market value of 
approximately $500,000. On June 19, 1972, said Debentures had a market value of approximate / $670,000. 
Pursuant to the settlement, the Company paid :^.. Kalodner $50,000 and agreed to pay him an additional 
amount of approximately $220,000 of which ıppıoximately $108,000 has been naid. The balance of approxi- 
mately $112,000 will be paid as the installments are received from Penntech Papers, Inc. pursuant to the 
compromise settlement described under “Recent Developments — Disposition of Assets — Paper Mill”. The 
gain on the acquisition of said $2,485,000 principal amount of Debentures was $2,629,000 and constituted a 
significant part of the extraordinary items reflected in the Consolidated Statement of Operations of the 
Company an! Subsidiaries for the year ended December 31, 1971. 

For services rendered in 1969, 1970 and 1971 the Company paid aggregate legal fees of $615,000, 
$1,029,000 and $557,000, respectively, of which $255,000, $433,000 and $415,000, respectively, were paid 
to the firm of Morgan Lewis & Bockius. Messrs. W. James MacIntosh and Brady O. Bryson, both of whom 
were elected directors at the 1969 Annual Meeting of Shareholders, are partners of Morgan, Lewis & Bockius 
by whom Mr. Appelstein, a director, is presently employed. In addition, the Company has paid $50,000 to 
that firm as its fee for legal services rendered to the Curtis Shareholders Committee in connection with the 1959 
Annual Meeting of Shareholders and $73,500 for services rendered to the Trustees under Paragraph Tenth of 
the Will of Cyrus H. K. Curtis principally in connection with a class action by one of the Trustees against the 
Company and certain of its former officers and directors, which suit has been discontinued with prejudice. In 
addition, that firm has received $35,302 principally for services rendered in connection with the termination of 
the Curtis Pension Pian and Trust and the establishment of the Pension Plan and Trust of its subsidiary. The 
firm is also the sublessor under the sublease with respect to the Company's corporate headquarters otüce in 
Philadelphia. See “Property”. In the current fiscal year the Compa. has paid $122,000 in legal fees to 
Morgan, Lewis & Bc -kius. Payr. ents for services rendered during the remainder of the current fiscal year wili 
depend upon the amount of legal services rendered and the availability of cash. 

Mr. John Burkhart, a nominee for director of the Company, holds an aggregate of $100,000 principal 
amount of 5% Convertible Debentures of Review Publishing Co., Inc. Fifty thousand dollars principal amount 
of Debentures are due December 1, 1972 and another $50,000 principal amount of Debentures are due 
January 15, 1973. The Debentures аге. convertible into common stock of Review, but Mr. Burkhart has 
waived his conversion rights subject to the plan of recapitalization and acquisition becoming effective. Review 
does not intend to use its cash resources to pay the debentures when duc, but plans either to extend thc 


maturities thereof or to refinance them, Note D to Consolidated Financial Statements of Review and 
Subsidiary. There is no assurance that the m.turitics of said debentures can be extended or that said debentures 
can be refinanc 2d. 17 


RECENT DEVELOPMENTS 335a 
During the pest four years of continued operating losses and several changes of management, certain 
significant events, including the disposition of major business properties and the resolution of a number of 
large claims against the Company, and other matters have occurred, among which are the following: 


Disposition of Assets 

Circulation and Subscription Companies. In Мау 1968, the Company sold to Perfect Film ^ Chemical 
Corporation (now Cadence Industries, Inc. and herein called Perfect Film) its subscription and c:culation 
companies, comprised of substantially all of the assets of Keystone Readers' Service, inc. and Curtis Circulation 
Company and the capital stock of The Moore-Courell Subscription Agencies, Inc., in consideration, initially, 
of $12,500,000 of Perfect Film notes, subject to adjustment. The amount of the consideration was arbitrated 
and resulted in an additional payment to the Company of $300,000. The resulting gain of $3,421,000 (which 
includes the gain from the sale of the Book Division discussed hereinafter) was recorded as an extraordinary 
credit in 1968. Mr. Martin S. Ackerman, who was President and a director of the Company from April 1968 to 
March 1969, was President of Perfect Film & Chemical Corporation at the time of the sale. 


The Curtis Building. In 1968, The Curt's Building ш Philadelphia was sold to a representative of 
John W. Merriam for $7,3) 2,000 (which resulted in a ga.n on the sale of $1,104,000). The Company sub- 
sequently leased back a larg: part of the premises pursuant to a long term lease which was terminated by a 
negotiated agreement in August 1970 in consideration of a lump sum payment by the Company of $658,000. 
The Company was thereby relieved of a potential obligation of $3,216,000 over the remaining term of the 
lease. The Company no longer occupies any part of the premises. 


LADIES HOME JOURNAL and AMERICAN HOME Magazines. By an agrecment dated August 
14, 1968, the Company sold the LADIES HOME JOURNAL, AMERICAN HOME and CALIFORNIA 
AMERICAN HOME to Dx vne Communications, Inc. ‘Downe) for common stock of Downe, which stock 
was sold and the net proceeds thereof, in the amount of $4,472,500, applied as a partial payment on account 
of de Company's then outstanding secured indebtedness held by Perfect Film. Earlier in 1968 Perfect Film had 
acquired all of the Company's outstanding loans, includ ng bank loans, which amounted in the aggregate to 
approximately $13,225,000. The sale resulted in a gain for book purposes of $13,683,000. 


Book Division. Certain assets of the Compeny's Book Division which pubiished, under agreements with 
the copyright owners, several encyclopedias and historical book sets, were transferred to Perfect Film under 
an agree- ^nt dated October 14, 1968 for approximately $1,237,000 


Paper Mill. In August 1969, the Company's coatcd magazine paper and business converting paper mill 
at Johnsonburg, Pennsylvania was disposed of by the sale of all of the capital stock of New York & Pennsyl- 
vania Co., Inc. (the Company's subsidiary which owned and operated the mill) to The Repap Corporation 
(now Penntech Papers, Inc.) for a cash consideration of approximately $4,000,000 of which $3,180,000 was 
paid at settlement and the balance deferred. Payment of the deferred portion was the subject of a dispute which 
has been resolved pursuant to a compromise settlement in the amount o^ $700,000 payable to the Company in 
quarterly installments which commenced December 1971, with the final payment dur in January 1973. At 
June 1, 1972, the amount unpaid was $430,000. The quarterly instaliment of $105,000 due July 1, 1972, 
has not been paid and the Company has exercised its option to acceierate the maturity of the entire unpaid 
balance. The C.;npany expects to receive payment of the entire unpaid balance of $490,000 prior to 
December 31, 1972. See “Projected Changes in Cash (Unaudited)". This sale, together with the sale of 
The Packard Press, Inc. discussed below, resulted in a loss of $ 12,300,000. 


The Packard Press, Inc. In August 1969, te Company also sold to Philadelphia Printing Properties, Inc. 
all of the capital stock of The Packard Press, Inc. (Packard), a subsidiary acquired for cash and notes in June 
1967 which engaged in commercial offset and letterpress printing, together with certain other assets including 
a printing press and certain commercial printing tacilitics, for a cash consideration of approximately $874,000. 
Certain of the installment notes in the remaining pr^ ^ipal amount of $33,500 issucd in connection with the 
Company's acquisition of Packard in 1967 were ou...anding as of March 1, 1972. 


STATUS Magazine. On March 23, 1970, STATUS, a society magazine was sold to Show Publications, 
Inc. for a cash consideration of $10,000 and the assumption of $40,000 of subscription fulfilment 
liabilities. 18 


Sharon Hill Printing Plant. The real estate 
main printing piant at Sharon Hill, Pennsylvania consisting of 108 acres of sad, and buildings with approxi- 
mately 700,000 feet of usable floor space, were conveyed to General Electric Company ол August 3, 1970 
pursuant to the Land Purchase Option Agreement with General Electric Company dated March 16, 1970, 
for a cash consideratioa of $9,250,000, a major part of the net proceeds of which was ultimately paid to 
discharge certain federal tax liens. See “Termination of Certain Adverse Claims”. The sale was approved 
at the Annual Meeting of Shareholders of the Company held May 18, 1970. The lack of adequate work to 
permit profitable operations had resulted in the termination of all printing operations at the plant on July 3, 
1969. The aggregate net cash proceeds to the Company amounted to approximately $7,200,000. Concurrently 
with the sale, in separate transactions the Company disposed of the printing and related Machinery and 
equipment located in the Sharon Hill printing plant under agreements which resulted in the discharge of 


equipment сс!їдаЧоп$ aggregating $1,700,000. The loss on the sale of the plant and related equipment 
approximated $17,000,000. 


Termination of Certs: Adverse Claims. 


Disv tes with Perfect Film & Chemical Corporation. By a Settlement Agreement dated November 
26, 1969, certain substantial claims by and among the Company, its subsidiary The Saturday Evening Post 
Company (SEPCO), and Perfect Film were settled. Ancillary to the settlement, $10,000,000 principal 
amount of SEPCO notes were satisfied for $8,500,000. Pursuant to the Setiiement Agreement, the amount 
of the purchase price for the Company’s subscription and circulation companies acquired by Perfect Film in 
May 1968 was to be submitted to arbitration. See “Disposition of Assets” above. 


Settlement of Certain Federal Tax Claims. In July 1970, the Company and the Internal Revenue 
Service settled for approximately $3,383,000 ( pli» interest) federal income tax deficiency claims of 
$5,916,000 (plus interest), relating to intercompany charges, which had been asserted by the Internal Revenue 
Service in 1968 against two of the Company’s subsidiaries. The settlement was paid out of the net proceeds 
from the sale of the Sharon Hill Printing Plant and the excess was released to the Company. 


Federal Trade Commission. On June 30, 1971, the Federal Trade Commission entered a final order 
dismissing the claim filed by it in 1969 seeking an order requiring the Company to offer cash refunds for the 
uncompleted portions of subscriptions to the former THE SATURDAY EVENING POST, publication of 
which was discontinued in carly 1969. The order has the effect of relieving the Company from a potential 


contingent liability in cxcess of $20 million, although a class action involving substantially the same issves is 
pending in Florida. Sec "Litigation". 
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CAPITALIZATION 


wing table shows the capitalization of the Company and its consolidated subsidiaries as of Marca 31, 1972 and as 
е effect to the exchange of the outstanding Debentures for New Common Stock, reclassification, change and conversion 
ior Preferred and old $1 par Common Stock into the New Common Stock and the acquisition by the Company of Review 


‚ inc. 


Pro Forma 


If 100°% Principal Amount 
of 6% Subordinated 


If 90% Principal Amount - 
.of 6% Subordinated 
Debentures were 


If 75% Principal Amount 
of 6% Subordinated 
Debentures were 


Debentures were Exchanged . Exchanged EDT _Exchanged : 
Amount to Md 
be Out- 
Amount to be Amount to be Par oz standing 
Amount Amount Par or Outstanding Par or Stated Outstanding Stated Upon Par or Stated 
Authorized Outstanding Stated Value Upon Value at Upon Value at Comple- Value at 
or to be as of asof March Completion Completion Completion of Completion tion of Complet on of 
Authorized March 31,1972 31,1972 of Exchange of Exchange Exchange of Exchange Exchange , Exchange 
$ 159,575 $ 159,575 $480.722 $480.722 $480,722 $480,722 $480,722 $480,722 
4,104 4,104 88,751 88,751 88,751 88,751 88,751 88,751 
€ 
| 
en- 
986.  $10,605,000 7,485,000 7,485,000 — — 646,000 646,000 1,615,000 1,615,000 
TET 2,470,000 2,470,000 — -— 214,000 214,000 545,000 545,000 
шу 
3: 
r 
ries 
ive, 
| 
) 
1) .. 334,470 shs. 334,470 shs. 16,724,000 — — == — — — 
| 
| 
о 
1) .. 239,418 shs. 239,418 shs. 2,394,000 — — — — -— =- 
و‎ 
. .. . 8,000,000 shs. ‹1› 3,555,568 shs. 3,555,568 — — a — — — 
, no 
ated 
. . . «8,000,000 shs. «2» — — 2,398,518 shs. 239,852 2,335,001 shs. 233,500 2,239,725 shs. 223,972 
AM 983,000 = -— — 
ax ( 36,787,000) _ (4,154,000) € 5,008,000) (6,288,000) 
TS" 4 
$(13,131,000) $(3,914,000) $44,774,000) $ (6,064,000) 


is made to Note 7 to the Consolidated Financial Statements of the Company and Subsidiaries for information pertaining 
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im of 246,267 shares are reserved for issuance upon the exercise of options. See "Election of Directors-—Stock Options”. 
im of 24,627 shares will be reserved for issuance upon the exercise of options. 
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THE CURTIS PUBLISHING COMPANY AND SUBSIDIARIES 338a 
= CONSOLIDATED STATEMENT OF OPERATIONS 

е consolidated statement of operations of The Curtis Publishing Company and Subsidiaries for the three 
years ended December 31, 1971, has been examined by Arthur Andersen & Co., independent public accountants, 
as set forth in their report (wherein they are unable to render an opinion) included elsewhere herein. The 

consolidated statement of operations for the two years ended Dec nber 31, 1968, not covered by auditors’ 
and the consolidated statement of operations for the three months ended March 31, 1972 and 1971, not 
examined by independent public accountants, reflect, in the opinion of the Company, all adjustments, consisting 
only of normal recurring adjustments, necessary to present fairly the results of operations for the periods. The state- 
ment should be read in conjunction with the notes and with the consolidated financial statements and related notes 


thereto, contained elsewhere herein. 
Three Months Ended 


March 31, Years Ended December 31, 
~ 1972 1971 1971 1970 1969 1968 1967 
(unaudited) (in thousands of dollars) (not covered by 


Auditors’ Report) 


Net Revenues (Notes a and b): 
From magazine advertising .. $ 561 $ 856 $ 2,082 $ 3,691 $ 6,659 $ 48,486 $ 71,392 


From circulation, books, 


paper, printing and other 
sources ......... TE eae 946 3,812 3,224 25,372 50,199 53,225 
$1,661 $1,802 _$ 5,894 $ 6,915 $ 32,031 $ 98,685 $124,617 
Costs and Expenses: = 
Production and delivery before 
depreciation and depletion 
(Note d) ............. ut $1,197 $1,293 $ 4,129 $ 5,734 $ 32,426 $ 77,914 $ 85,140 
Selling, general and 
administrative ......... А 491 704 3,381 4,341 8,478 32,648 39,560 
Reductions of reserves 
lon PO CT QE zn — — (1,126) (800) — — e 
Depreciation and depletion ... 6 2 23 13 1,789 3,307 3,147 
ИЛИ NÉ oorr ren и 105 107 EREMO үг. 554 475 1,495 1,495 
___ $1,799 $2,106 $ 6,794 $ 9,842 $ 43,168 $115,364 $129,342 
Loss from Operations of 
The Saturday Evczi7g 
Post Company 
СОИ T MPTOT TIT TITO MEI $ — $ = $ — $ — $ 1,604 $ — 
Income (loss) before 
income taxes and 
extraordinary items .... $ (138) $ (304) $ (900) $(2,92/) $(11,137) $(18,283) $ (4725) 
State and Foreign Income Taxes. -— E — — аен. — کے‎ 114 
Income (loss) before 
extraordinary items $ (138) $ (304) $ (900) $(2,927) $(11,137) $( 18,283) $ (4,839) 
Extracvdinary Items, net 
(Notes c and e) .. ТЕ = pu ___3,144 ___ 2917 . (8296) _ (2,603) -— 
Net income (loss) .. _$ (138) __ $ (304) _$ 2,244 _$ (10) $19,433) _ $(20,886) $ (4,839) 
Weighted Average Number 
op NON weer . 3,555,568 3,555,568 3,555,568 3,555,568 3,555,568 3,555,568 3,542,110 
Per Share of Common Stock 
(after provision for 
cumulative unpaid dividends 
of $1,147,000 annually): 
(Loss) before extraordin- 
ue ШАЙ ERO ere $ (.12) $ (.17) $ (3D $ (1.15) $ (3.45) $ (546) $ (1.69) 
Extraordinary items, net .. — .—  — — .88 .82 s: (2.33) (.74) — 
Net income (loss) ..... $ (12 _ $ (17) S 3! _ $ (33) $ (3.78) $ (6.20) $ (1.69) 


The net revenues, advertising and circulation income, attributable to operations of THE SATURDAY 
EVENING POST (a new quarterly publication in 1971), HOLIDAY and JACK AND JILL magazines continuing 
after December 31, 1971, were approximately $5,700,000 in 1971. Net revenues for the five j; ears ended December 
31, 1971 are not indicative of future net revenues because of the disposition of substantial portions of the operations 
during these periods. Also, the results of operations for the three months ended March 31, 1972 are not necessarily 
indicative of the results of operations for a full year. Discontinued operations cannot be set forth separately since 
during 1969 the operation of HOLIDAY, JACK AND JILL and STATUS magazines was controlled by Perfect 
Film & Chemical Corporation and operating control was not returned to the Company until December 1969. It is 
not practicable to estimate the costs and expenses applicable to these operations for this reuson. 'The integration of 
fhe accounting records of the Company also precluded segregation of costs and expenses attributable to discon- 
tınucd operations for the years 1967 and 1968. 

The accompanying notes and Notes to Financial Statements are an integral part of this statement, 


21 


(a) 


(b) 


(c) 


NOTES TO STATEMENTS OF OPERATIONS, CONSOLIDATED AND PARENT COMPANY 


(including unaudited periods and periods not covered by Auditors’ Report): 


At December 31, 1968, 50% of the common stock of The Saturday Evening Post Company (SEPCO) 
was held by Cadence Indu: ries Corp. (formerly Perfect Film & Chemical Corporation) which stock was 
transferable to Curtis upon repayment of a loan from Cadence discussed in Note 10. On December 3, 
1969, as a result of a settlement agreement with Cadence, Curtis acquired operating control of SEPCO. 
In its 1968 financial statements, Curtis did not consolidate SEPCO bu: included its investment as a 
separate item in the balance sheet and recorded the $1,604,000 operating vss of SEPCO for that year 
in the Statement of Operations as a separate item. Since 1969, SEPCW has be. consolidated in the 
Curtis financial statements. 


Prior to 1971, the Company sold or otherwise disposed of the major porticn of its properties. The 
remaining business of the Company (operated by a wholly-owned subsidiary) at December 31, 1971 and 
March 31, 1972, consists of the publication of HOLIDAY, JACK and JILL, and the new quarterly 
publication, THE SATURDAY EVENING POST magazines. Net revenues and operating income (loss), 
before corporate expenses not directly allocable to the operations of these magazines, for the twelve 
months ending December 31, 1969, 1970 and 1971 and three months ended March 31, 1972, were 
approximately: 


Operating 
Net Revenues Income (Loss) 
1972 (3 months ended March 31) (unaudited) .............. $1,646,000 $ 37,000 
а Аа Ok a a case Oe ee ea ale OE 5,700,000 (1,150,000) * 
(coro Rd ан Кр М ЫДЫК ЕР AERE ae RE ООО NOE 6,700,000 (1,700,000) 
Door „е ROR СЧ RETENTO UON A E МЕДЕ 9,400,000 (1,500,000) 


* Includes estimated start-up costs of the new quarterly publication, THE SATURDAY EVENING POST 
magazine, of approximately $250,000. 


The Company had extraordinary items in 1971, 1970, and 1969 increasing (decreasing) income as 
follows: 
Consolidated 1971 1970 — 1969 
(in thousands of dollars) 


Reversal (provision) for obsolescence of plants and losses 


A a ERP TA E PE eS $ — $ 281 $ (4,800) 
Reversal (provision) fc ture losses of home office lease 

obligations (Note 7. ............ IN A А, {Тш ы, E — 1,636 (2,500) 
Gain on sale (writedown) of marketable securities (Note 5) ......... 215 -— (2,975) 
(Provision) for severance and vacation pay ...................... — -— (2,700) 
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(Adjustment) of furniture and cquipment based on physical 


inventory, unrecorded retirements, ctc., net of reserve of $575,000. . — — (211) 
Gain on the curtailment of THE SATURDAY EVENING POST 

circulation (Note 14) E ARIETA en p — 1,000 3,688 
Arbitration gain on sale of certain subsidiaries (Note 10) yc 500 — — 
Gain on settlement of SEPCO notes (Note 12) ..... лее» — — 1,202 ^ 
Gain on purchase of 696 Subordinated Income 

Debentures (Note 8) . 2,629 oo m 

$ 5144 $2917  $(8296, 
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SEE ا‎ 0 
Parent Company _ Жиз __1970_ 1969. 
(in thousands of dollars) 

Reversal (provision) for obsolescence of plants and losses 

OROORO AS O OM ж. Lis ТОМНАН ИОА $ — $ 281 $ (4,800) 
Reversal (provision) for future losses on home office lease 

СООО СМОР а cco dere dite 5E н ы» ra Aute Th ema — 1,636 (2,500) 
(Provision) for severance and vacation pay ...................... — — (2,700) 
Adjustment of furniture and equipment based on physical 

inventory, unrecorded retirements, etc., net of reserve of $575,000. . = — 125 
Arbitration gain on sale of certain subsidiaries (Note 10) ........... 300 — — 
Gain on the curtailment of THE SATURDAY EVENING POST 

КИТО der re de rpg de Ss кш» ker ER — 975 3,688 
Gain on purchase of 696 Subordinated Income 

Debentures (Note 8) ...... RAS MG ame Rte? Wal ОКАН» EE 2,629 = == 


$ 2.929 $ 2892 $(6,187) 


+ 

Extraordinary items for 1968 include ^n arbi'tary provision for losses on obsolescence of plants, 
$20,000,000; gain on sale of Independence =-juare Building, $1,104,000; gain on sale of assets and stock 
of certain subsidiaries, $3,421 000 which gain was increased by $300,000 in 1971, through arbitration, 
(see Note 10); gain on sale cf LADIES’ HOME JOURNAL and AMERICAN HOME, $13,683,000; 
gain on curtailment of THE SATURDAY EVENING POST circulation, $703,000; provision for future 
losses on home office lease obligations, $1,514,000. 

(d) Inventories used in tie computation of cost of goods „old were as follows: 


. December 31, 


March 31, 
Conauiidated __1972_ __1971__ .1970 „э C MNA. 
(in thousands of dollars) 
Paper and c^ cr meteríais and supplies, at the 
lower of average cost or market ............ & ^2 $ 29 $ 144 $ 576 $ 5,554 
Publications in process, ‘nauscripts, etc., at aver- 
MRE uos а E IN alk B ve c? 87 114 256 506 
Books and other products purchased for resale at 
the lower of cost (first in, firs’ out basis) or : 
market ....... NERIS а Na ome И NEL — Е н и 1099 
I d поен ВВ Е ®* NONE NE EA 
Parent Company ars rar ГЫ iu 7 м: >ы 
Paper and other materials and supplies, at the 
iower of average cost or market ........... $ — $ — $ — à 119 $ 22270 
Publications in process, manuscripts, etc., at 
КЛАН MMOL cite a te de. O EE 2 XS RA س‎ = -- =m 378 
Books and other products purchased for resale at 
the lower of cost (first-in, first-out basis) or 
market PARA P ee y RW «d dq Te ҮЛ ҮКҮ ҮҮ MEI rA A race det IERI. ad 2. SIC _ 75433 
"c ЕЕ мт $ 119 $ 4103 


(e) No provision has been made for Federal income taxes relating to extraordinary credits not taxable or in 
any year that the. consolidated statement of operations reflects a net loss. 

(f) Reserves had been provided in prior years, based upon best estimates of collectability of the applicable 
receivables or for anticipated results of disputed items. The Company has reduced such reserves (net of 
additional provisions of $375,000 in 1971 and $435,000 in 1970) to the extent of subsequent collections 
or settlements of disputed items. 


Зија 
The table below shows a summary of consolidated operations for the two months ended May 31, 
1972 and 1971. This summary is unaudited, but reflects, in the opinion oi ine Company, all adjustments, 
consisting only of normal recurring adjustments, necessary to summarize fairly the results of operations for 
the periods. The 197^ interim results are not necessarily indicative of the results of operations for the year. 
Two Months Ended 
Nee 
_ 292 um RN 
ЕРЕ TETE a $635,000 $806,000 
Aree RB ER er ree (191,000) (331,000) 


Net (loss) per share of common stock (after provision for cumuletive unpaid 
dividends of $1,147,000 annually) ............................... (.11) (.14) 


а Шолге л ote oie awh enka 


е Оте tea TE EY К НЕ 


All expenses attributable to publications have beer considered as a period cost and expensed when 
occurred. Revenues are recorded upon publication of an issue. Revenues for the two months ended May 
31, 1972, arc significantly less than revenues for *he three months ended March ?!, 1972, since the regular 
quarterly issue of THE SATURDAY EVENING POST magazine was сї publishca ıntil une, 1972. 


In April and May, 1971, the Company had incurred $110,000 о. xpenses applicable :\ TH"; SATUR- 
DAY EVENING POST magazine. The first revenues attributable to 1: Е SATURDAY E YENING POST 
magazine were recorded in June, 1971, concurrent with the publicatior of the initia’ i««ue. 


As of May 31, 1972, the Company had deferred $97,000 of expenses (of which $21,000 had been paid) 
incidental to the Company’s plan of recapitalization and ac juisitior. These exrenses will he ch^rged to capi*al 
surplus upon consummation of the plar of recapitalization and acquisition. 
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REVIEW PUBLISHING CO., INC. AND SUBSIDIARY 
STATEMENT CF CONSGLIDATED OPERATIONS 


The follow 


342a 


statement of consolidated income for the four years and nine months ended July 31, 1971, 


has been examined by Ernst & Ernst, independent accountants, whose report thereon is included elsewhere herein. 
The statement ior the eight months ended Marcn 31, 
all adjustments (consisting only of normal recurring accruals) which the Company considers necessary for a fair 
presentation of the results of operations for those periods. The interim results of operztions for the eight months 
ended March 31, 1972, are not necessarily indicative of the results of operations for the fiscal year. This statement 
should be read in conjunction with the notes hereto and with the other financial statements and related alphabetical 


notes of Review Publishing Co., 


1971 and March 31, 


1972, 


Inc. and subsidiary included elsewhere herein. 


is unaudited, but it includes 


Nine 
Eight — sg А Ended Moaths 
Ma*ch Ended 
_ (Unaudited) ane. s | 2 Wee, ^ 
1972 gr m РЕР 5 1. 1970 . 1909 1968 1967(1) 
Income: P, 
Magazine subscriptions . . ` 863,168 $ 813,312 $ 1,090,867 $ 906,676 $ 633,641 $ 464,255 $ 310,241 
Commercial and other advertising . 227,136 207,203 335,867 348,493 281,647 233,281 163,532 
Management and fulfillment fees 135,148 103,689 160,356 -0- -0- -0- 0- 
Subscription list rental ..... 56,990 34,689 82,454 39,664 15,282 17,979 7,779 
Employment fees . 28,167 33,620 46,313 69,611 95,252 61,750 44,453 
Commissions and other income 83,145 21,150 ___ 72,607 _39,992 ___43,960 __ 31401 _ 41,916 
1,393,754 1,213,663 1,768,464 1,404,436 — 1,069,782 808,657 567,921 
Costs and expenses: 
Cost of publications .......... .. 85,6 681 990 891,633 700,925 589,085 417,832 251,072 
Selling, administrative and eel $63,223 489,204 893,312 743,614 537,809 469,553 264,365 
Interest . Ру 6,027 6,869 миш — нло иил GE 
1,455,056 — 1,178,063 _ 1,796,130 — 1,455,639 1,138,865 _ 895,887 _ 518,408 
INCOME (LOSS) BEFORE 
INCOME TAXES AND 
EXTRAORDINARY ITEMS (61,302) 35,600 (7,666) (51,203) (69,083) (87,230) 49,513 
Federal income taxes (2) -0- с 390. дф. 0- D. EBENE 170300 
iNCOME (LOSS) BEFORE 
EXTRAORDINARY ITEMS . (61,302) 25,010 (7,666) (51,203) (69,083) (87,230) 32,213 
Extraordinary credit—reduction of 
federal income taxes as a result of 
operating loss carryforwards(2) -0- 10,599 -0- -0- -0- -0- -0- 
Extraordinary charge—loss on disposal 
dg et EM ps e eM АЙЫ оС CINDUEN x %.. AA саи 
NET INCOME (LOSS) $ /0i,302) $ 35,600 $ (7,666) W (51, 203) $ ( _ (69,0 083) $ (87,230) 17,956) 
Number of Common Stock shares ME CUI УА) BN ES Lee 
outstanding at end of period ... __ 100 100 Doo MEN .100. 100. aa ХӘ 100 
Por share of Common Stock: PESE 14 
ncome (loss) before extraordinary , 
Ce RUP D RE | (613) $ 250 $ Кш, (512) $ (691) $ (872) $ 322 
Extraordinary items (charge) ДШ: o KTE. 0- _ a. HRS. 32 
Net income (loss) ............... DE X&$. — Tm $  (515$ (691) $ — (872) $ (180) 
(1) The Company changed its fiscal year end to July 31 effective in 1967. 


(2) Federal income taxes have been computed as though the Company filed a separate tax return. The Com- 
pany and its subsidiary actually filed a consolidated federal income tax return with the parent company, 


SerVaas, Inc 


There is no reimbursement to the Company for the tax benefits resulting from reductions of 


taxable income of other companies in the consolidated group by the losses of the Company, and st July 51, 


1971, all losses have been utilized. 
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Costs and expenses for the eight months ended March 31, 1972, include approximately $52,200 in amortization 
of prepaid circulation promotion expenses incurred to establish a national sales organization to replace contract 
service business. The remaining prepaid circulation promotion expenses of approximately $85,000 are to be 
amortized by the end of Review’s fiscal year ended July 31, 1972. Also included in 1972 are costs and expenses of 
approximately $68,500 incurred by the Company's new subsidiary, Indiana Business Magazine, Inc., (acquired in 
March, 1971) for which no expenses were incurred during the comparable eight month period of 1971. As a part 
of this acquisition Review has undertaken the fulfillment of any then outstanding subscriptions without realizing 
any rclated revenue. The cost of fulfilling acquired subscriptions together with the cost of rehabilitating the publica- 
tion have bcen charged to income as incurred. The operations of this subsidiary resulted in а net loss of approxi- 
mately $29,300 for the eight mont! s ended March 31, 1972. 

In March, 1972, the Company began fulfilling “one-time only" reque 
threc children's magazines which are publicized on cereal boxes through a cooperative effort with a national cereal 


manufacturer and given free as a part of a nationa! promotion program to increase subscriptions. Costs estimated 
at $18,000 are included in expenses in connection with this program. 


sts for current issues of any or all of 


Postage is a substantial expense to Review primarily in connection with subscription and newsstand deliveries. 
Since subscription rates can be increased only at renewal dates, interim increases in postage costs have affected 
Review in recent years. Further postal rate increases are pending. Similarly, increases in printing costs can adversely 
affect Review since it prints none of its magazines but contracts with printers in several states for these services. 


The table below shows a summary of consolidated operations for the two months ended May 31, 1°72 and 1971 
This summary is unaudited, but it includes all adjustments (consisting only of norm 


al recurring accruals) which 
the Company considers necessary for a fair present 


ation of the results of operations for those periods. The 1972 
interun results are not necessarily indicative of the results of operations for the year. 


Two Months Ended 


EEE Мау 3t, — — 
1972 1971 
NEN OPER OT ндә ih eed uto EE RI EE E a eee $529,087 $262,879 
Net (loss) s (134,337) (23,402) 
Net (loss) per share of common stock E TP KE METERS. My (1,343) (234) 


The results of operations continue to be affected by thc expense of establishing a new national -ales organization 
($43,800 for the two months ended May 31, 1972); by the Company's investment in its new subsidiary, Indiana 


Business Magazine, Inc. ($2,800 net loss for the two months ended May 31, 1972. 


—there was no significant effect 
on the oper 


ations for 1971); and by expenses incurred in promoting subscriptions through the cooperative effort 
with the national cereal manufacturer ($26,000 for the two months ended May 31, 1972). These factors accounted 
for approximately. $77,600 of the loss for the two months ended May 31, 1972. In addition, losses of 322,000 
were incurred in April and May, 1972 in connection with the first issues of a new magazine, Barbic Talk 


PRO FORMA COMHINED SUMMARY INCOME STATEMENT 
(unaudited) 


ИЛ 


The following pro forma summary income statement combines the consolidated statements of income 
(lose), before extraordinary items, of The Curtis Publishing Company and Subsidia’ 


for the unaudited 
twelve month period ended March 31, 1972, and Review Publishing Uo 


, Inc, and Subsidiary for the unaudited 


twelve month period ended March MM, 1972, which reflects, in the opinion of the Company, all adjustments 


(which included only normal recurring adjustments) necessary for a fair presentation of the results of 
operations for this unaudited period 


This statement should be read in conjunction with the financial statements and related notes thereto of 
the companies appearing elsewhere herein 


Neview ا‎ PRO FORM A COMBI NED 
The Curtis Publishing Aasuming Exchange of 6% Hubordinated 
Publishing Ca., Ine Dehentures if the Following Prinsipal 

Company and and Pia Forma Amounte are Varhanged м 
Rubeidiariea Rubcidiary Adjuatmente 100%, 90%, 


(in thousands of dollare) 
Net Wevenuea » $4 217)(2) $ ГАТЫ $ 
Costa and Papernes 
(oat of чыи atione Bi 141)(а) A. Ruf, 
Selling, general and 


alministrative 14) (а) 4.161 


Meductions of reserves 1261 


Other (primerily 
intereat (income ) 


eapense) A4" ) thi it 


ТАЛ uon? 
lima before extra 
ordinat y Hema LI 449 502) 
Provision for cumulative 
unpaid dividends for 
Preferred Stock 
(Loss) before eatraordin 
ary iteme applicable to 
Common Shares 


(Note f) ий!) 


Ver share of new 
common stock 
Shares outstanding 


(Notes € and d) 2 19И. 518 зө 518 2.435.001 2.249,725 


(Loss) Per Share of New 
Common Stock before 
extraordinary items 


(Note f) 1 IN) + 16) > t 22) 


(a) Represents elimination. of intercompany transactions a di 


cribed in Note (9) of Notes to. Financial 
Statements 


fo eliminate the interest expense on the 6% Subordinated Income Debentures, which reflects the ex 


change of the Debentures for the new common stock 


Ehe shar outstanding sed in the ШАШ ЛД 


per hare comqpetbaem te thee ts 
(1) 


The exchange of the 6% Subordinated Int ome Debentures rote [LIT 

(2) The reclassific “ion, change and conversion of all the Prior Реген 
into the m mmon stock 

(3) The issuam 


teow сонети so ا‎ 
ind old $I par common stock, 


/ common stock in contemplation of the acquisition of Review by Curtis 


PRO FORMA COMBINED SUMMARY INCOME STATEMENT (( ontinued) 


(unaudited) 


(4) The computation of the new shares is 
Participation in New (Common Stork 
Assuming Fsrchange of 65, 
Subordinated Dehenturen if the 
hatin or Average Following Veilncipal А mounta 
Principal Market Kachange Are Bix hanged 
Average Unit Price Amount Value Hatin 100%, 90% 15%, 
Debentures at $70.50 per $100 $6,455,000 $1,323,275 ' #4 655.172 571,655 476,379 
$4.00 Dividend Preferred at 
$3.21 per share 354,470 1,075,091 1.54 515,084 515,084 515 084 
$1.60 Dividend Preferred at 
$:.94 per share 239,418 465.872 09% 277,659 2 56 222659 
Common at $1.04 per share 4.555.568 5,705,716 0.10 155.557 55.55 355,557 
$6,563,954 1.729477 ; і 1,569,679 
Shares to be issued in ac quisition . 
of Review 676,046 670046 670,046 


Total 2,598,518 2,1375, 7,230,725 
(d) Hliminations wore not made of the revenues and related expenses attributable to the real properties not 
utilized in Keview's business, since the ampunts involved are insignificant 


(e) To eliminate preferred stock dividends 


(f) Does not include the extraordinary income of Curtis of $3,144,000. In addition, does not include a pro 
forma adjustment of $465,000 to extraordinary items to charge off the recorded goodwill (excess of stated 
value over net book value (defuit) ) acquired in the ncquistion ef Review which will be accounted for as 


a purchase for accounting purposes 


THE CURTIS PUBLISHING COMPANY & SUBSIDIARIES 
REVIEW PUBLISHING CO., INC. AND SUBSIDIARY 
PRO FORMA CONDENSED COMBINED BALANCE SHEET 
(Unaudited) 

March 31, 1972 
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__ Pro Forma Combined 


The Curtis Review ` Assuming Exchange of 6% 

Publishing Publishing Subordinated Debentures 

Company Pro Co. Inc. Pro Forma if the Following Principal 

and ProForma Forma and Adjust. __ Amounts are Exchanged 

Subsidiaries Adjustments Balance Subsidiary ments 100% 90% ___15% 

(in thousands of dollars) 
ASSETS 
Current assets $ 2.796 $2,796 $373 $ (35)(1) $3,134 $3,134 $3,134 
Notes and accounts receivable, non 

current 69 69 69 69 
Property, plant and equipment, net 89 89 112 201 201 201 
Otber . А 50 - 50 116 465 (5) 166 166 166 
(465)(6) 1 dou 

Total assets ў 2935 $ $2.935 9670 $ (35) $3,570 $3,570 $3,570 


LIABILITIES AND 
SHAREHOLDERS’ EQUITY 
(DEFICIT) 
$ 90 (2) 


Current liabilities $ 2.646 250 (3) $2,986 $418 $ (35)(1) 3,369 $3,369 $3,369 


6% Subordinated Income Debentures 
due 1986 (less $3,120,000 face value 
of debentures in treasury) including 


ч а (1,354) (2) T > 
accrued interest 9,955 (8 601)(4) 860 2,150 
Long-term debt and 
other, liabilities 472 472 85 —- 557 557 557 
Subscriptions paid in advance, net 2,993 2,993 565 - 3,558 3,558 3,558 
Shareholders’ equity (deficit) 
Capital stock—Prior Preferred, no 
par value— 
$4 Dividend series 16,724 (16,724)(4) - — - 
$1.60 Dividend series 2,394 ( 2,394)(4) - - — -- 
Common stock (old), par value $1 
per share 3,555 ( 3,555)(4) -= 
Common stock, par value $10 per 
share -— ! (1)(5) — 
Common stock (new), stated valuc 
$.10 per share, Note (d) 173 (4) 173 67 (5) 240 234 224 
1,264 (2) 
ки Р (256)(3) Л 
Capital surplus JRI 1.101 (4) 18 (18)(5) 
(43,09K)17) 
Deficit (36,787) 33,098 (7) (3,689) (417) 417 (5) (4,154) (5,008) (6,288) 
(465)(6) Ed 
Total liabilities and sharehold 
ers' equity $ 2915 $ $2,935 $670 $ (35) $3,570 $3,570 $3,570 


See Notes to Pro Forma Condensed Combined Balance Sheet 


(a) 


(b) 


(c) 


(d) 


(c) 


NOTES TO PRO FORMA CONDENSED COMBINED BALANCE SHEET 
(Unaudited) 


The condensed pro forma combined balance shect should be read in conjunction with the consolidated 


financial statements of the respective companies and the notes thereto included elsewhere in ths 
Prospectus. 


The pro forma reflects the recapitalization outlined in this Prospectus as if the transactions were con- 


summatcd at March 31, 1972, notwithstanding the fact that these transactions are expected to be 
consummated at a later date. 


The pro forma adjustments give effect to the following: 
(1) To eliminate intercompany receivables. 


(2) To reflect the Company's exercise of its option to purchase $1,030,000 of its 6% Subordinated 
Income Debentures from Mr. Beurt R. SerVaas, President of Curtis and Review, at his cost of 
$82,400, plus interest from the respective dates on which he purchased the debentures. 


(3) To provide for expenses incidental to the plan of recapitalization and acquisition. 


(4) To reflect the exchange of the 6% Subordinated Income Debentures, including accrued interest, 
into the new common stock. 


To reflect the reclassification, change and conversion of all the Prior Preferred and old $1 par com- 
mon stock, into the new common stock, with a stated value of $.10 per share (1,728,471 shares). 


(5) To reflect the issuance of 670,046 shares of the new common stock (recorded at the stated value 
of $.10 per share as approved by the Curtis Board of Directors) in contemplation of the acquisition 
of Review by Curtis which will be accounted for as a purchase for accounting purposes. 


(6) To charge the recorded goodwill (excess of stated value over net book value (deficit) ) acquired in 
the acquisition of Review. 


(?) To reflect, that as part of the recapitalization, the Board of Dircctors, as permitted under applicable 
State Јам and subject to shareholders’ approval, has applied all of the unrestricted capital surplus 
available to the reduction of the deficit. 


Shares of New Common Stock outstanding assuming exchange of the 6% Subordinated Income 
Jebentures if the following principal amounts are exchanged. 


% Exchanged Shares 
100% 2,398,518 
90% 2,335,001 
75% 2,239,725 


In the event the plan of recapitalization ts adopted, and in the event that the Company derives benefits 
from the utilization of the operating loss carryforwards discussed sn Note (3) (0)3, these benefits will be 
applied first to capital surplus 
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The following table shows the projected changes in cash during each of the iour fiscal quarters ending 
March 31, 1973, for the Company and subsidiary consolidated, for Review and subsidiary consolidated and 
combined giving effect to the recapitalization. The projections for the tnree months ended June 30, 1972, were 
prepared in the first quarter of 1972 and represented the best estimate of management in the ligh. of circum- 
stances and information available at that time. The actual results for that period are not yet available, but see 


Footnote (1) for information concerning the estimated results. The pro’ ns for the three months ended 

september 30, 1972, December 31, 1972, and March 31, 1973, represent .... best estimate of management in 

the light of present cir "st s and available information. All of the projections are based on many assump- 
Three months ended June 30, 1972 Three months ended September 30, 1972 
urtis Review Combined Curtis Review Combined 


Cash, beginning of que ес $ 864,000 $ 62,000 $ 926,000, $ 495,000 $ 37,000 $ 530,000 
Operations 


Incoine 
Advertising 438,006 81,000 519,000 256,000 86,000 742,000 
Subscriptions 425.000 266,000 891,000 525,000 356,000 581.000 
Newsstand 520,000 19,000 539.000 221,000 9.000 230,000 
Royalties and other 61,000 121,000 182,000 79,000 137,000 216,000 
$1,444,000 — $487,000 $1,931,000 $1,081,000 $588,000 $1,669,000 
Disbursements — 
Cost of 
publications $1,160,000 $297,000 $1,457,000 $ 848,000 $331,000 $1,179,000 
Selling, administra- 
tion and other 419,000 202,000 621,000 524,000 _238,000 762,000 


$1,579,000 $499,000 $2,078,000 $1,372,000 $569,000 $1,941,000 


tw 


Estimated cash available 


from (used in) operations $ (135,000) $(12,000) $ 147,000) 5 (29;.000) $ 19.000 $ (272,000) 
Other— Increase 
(Decrease) : ч 
Collection of old 
receivables and 
litigation 
vin $ 230,000 — $ 230,000 | $ 105,000(2)  — $ 105,000(2) 
Pension excess 
refundable 60,000 — 60,000 E -—- — 
Recapitalization (40,000) — (40,000) | (80,000) -— (80,000) 
Payment for 6% | 
Subordinated 
Income 
Debentures — — — — 
Payments on 
overdue payables (212,000) —- (212,000) (29,000) = (29,000) 
Payments due on 2 
settlements (70,000) -— (70,000) (25,000) —- (25,000) 
Loan and note | 
repayments . (20,000) (9,000) _ (29,000; _ (20000) _ (7,000 _ (27,000) 
$ (52,000) $ (9,000) $ (61,000)} $ (49.000) $ (7,000) $ (56.000) 
Cash, end of quarter $ 677,000 $ 41,000 $ 718,000(1)$ 153,000 $ 49,000 $ 202.000 


(1) Based in part on preliminary information, the combined balances as of June 30, 1972, were approximately 
$530,000. Of the $188,000 reduction from the projected cash balance of $718,000, $118,000 is 
estimated to have resulted from less cash received because of delays in subscription billings as a result of 
conversion to in-house data processing. The remaining $70,000 of the reduction is estimated to be due 
principally to fewer new subscriptions for Curtis magazines than had been projected. 


3} 


tions and may be affected favorably or unfavorably by man 
tion, wage levels, employee relations, t 
Accordingly, there is no assurance that the 


Form 10-Q and Form 10-K which the 


the Philadelp 
amou.ts and the 
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y factors, such as costs, revenues, results of litiga- 
axes, postal rates, business controls and ре. >га! economic conditions. 


projections will prove to be accurate. The periodic reports on 


Company will file with the Securities and Exchange Commission and 
hia-Baltimore-Washington Stock Exchange will reflect in comparative columnar form the actual 
projected amounts for the periods presented. The table should be read in conjunction with the 


consolidated financial statements of the respecuve companies and the notes thereto included elsewhere 


herein. 
Three months ended Decemb r 31, 1972 Гат ее months ended March 31, 1973 
Curtis Review Combined. Curtis Rev ew Combined 
$ 153,000 $ 49,000 $ 202.000 $ 247,000 $114,000 $ 361.000 
421,000 88,000 509,000 412,000 80,000 432,000 
620,000 517,000 1,137,000 495,00) 288,000 783,000 
417,000 19,000 435,000 387,000 21.000 404,000 
.. 92,000 113,000 205.000 _ 86,000 99,000 185,000 
$1,550,000 $737,000 $2,287,000 $1,376,000 $488,000 $1,864,000 
$1,149,000 $363,000  $1.512,000 $ 748,000 $333,000 $1,081,000 
.. 528,000 204,000 _ 732,000 521,000 200,000 721 000 
$1,477,000 $567,000 $2,244,000 $1.269,000 $533,000 $1,802,000 
$ (127,000) $170,000 $ 45.000 $ 107000 $45000) $ 62000 
$ 535,000(2)$ $ 5572000(2) $ - $ 
(100,000) (100,000) - at 
( 90,000) ( 90,000) -— -— — 
( 29,000) -— ( 29,000) (53,000) — (53,000) 
( 95,000) -— ( 95,000) -= —- — 
=. (105,000) (105,000) „гэ TE (5.000) (5.000) 
$ 221.000 $(105,000) $ !16.000 $ (53,000) $ (5,000) $ (58.000) 
$ 247,000 $ 114,000 $ 561 000 $ 301,000 $ 64.000 $ 365.700 


(2) Consists of the remaining balance ($490,000) of the payments due from Penntech Papers, Inc. (see 
“Recent Developments— Disposition of Assets -Paper Mill”) and settlement ($150,000 net) of the 
Principal portion of the action against Lin Broadcasting Corporation and others (see “Litigation— 
Holiday Publishing Company v Frederic Gregg, Ir.. Lin Broadcasting Corporation, Joel M. Thrope, 
Clyde W. Clifford, Peter J. Solomon, David Steine and Thomas 1. Unterberg, U.S.D.C.S.D.N.Y., 69 
Civ. 1808"). 
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BUSINESS PROPERTY AND LITIGATION 
OF 
CURTIS 


History 


The Curtis Publishing Company was incorporated ^n December 28, 1921 under the laws of the 
Commonwealth of Pennsylvania. During recent years ^c Company has undergone several changes in 
inanagement and has disposed of major business pro des, including several magazines, c/r-ulation ~'~- 
sidiaries, and printing and paper making facilities. Sec Recent Developments." 

Its recent efforts have been directed toward reducing outstanding liabilities, marshalling its remaining 
assets, reducing publishing expense to the minimum and secking beneficial business combinations. Despite 
these efforts, the Company continues to operate at a loss and the proposed acquisition of Review Publishing 
Co., Inc. is the sole business combination which has been agreed upon. See “The Plan of Recapitalization and 
Acquisition” and “Recent Developments”. 

The magazine publishing industry has been and is experiencing perhaps the most critical period of its 
existence, witnessed by the discontinuance of several major periodicals, including the Company's own 
traditional THE SATURDAY EVENING POST , due primarily to technological advances in other informa- 
tional and editorial media, companion changes in public reading habits, and the concomitant reduction of 
advertising placed in magazines, resulting in substantial losses of advertising revenue. 

Management seeks to decrease dependence upon advertising revenues by increasing revenues from the 
sale of magazines while attempting to reduce production costs. There can be no assurance that this policy will 
succeed or that overall profitability can be regained. 


Business 


The Company's present business, conducted through its wholly owned subsidiary, The Saturday Evening 
Post Compan” consists of the continued publication of HOLIDAY magazine and JACK AND JILL magazine. 
In addition, = 1971 the Company commenced the publicatior of a new THE SATURDAY EVENING 
POST magazine on a quar rly basis. 


HOLIDAY is devoted primarily to the fields of travel and leisure while JACK AND JILL is a children's 
magazine. Eight issues of HOLIDAY were published in 1971 and six issues are plarned for 1972. In 1971, 
twelve issues of JACK AND JILL were published, with ten being planned for 1972. The principal reason for 
reducing the frequency of publication was to reduce production expenses. The initial issue of the new 
quarterly publication THE SATURDAY EVENING POST went on sale June 1971, with two additional 
issues following in th -‹ year. The Summer 1972 issue was published in June 1972. 

The editing of the three magazines is done in Indianapolis, Indiana in leased offices located at 1100 
Waterway Boulevard where Review Publishing Co., Inc. maintains is principal place of business. See "Certain 
Transactions". Most of the editorial and art material for the magazines is purchased from outside authors, 
illustrators and photographers. A small amount is created by Company or Review personnel. Some of the new 
THE SATURDAY EVENING POST material is reprinted from the former magazine of the same name. 
Advertising sales for each of the three magazines are conducted through several regional sales offices. Printing 
of the magazines is done by outside commercial printing firms some of which have required the Company to 
make advance deposits as security for the printing cost of each magazine issue. 
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The net revenues, costs and expenses (before expenses such as general and administrative, corporate, 
and interest, not directly allocable to the operations of these magazines) and income (loss) from operations of 
HOLIDAY magazine and JACK AND ;!LL magazine for each of the five years end.d December 31, 1971 
and the three months ended March 31, 1972, and of the new quarterly publication, THE SATURDAY 
EVENING POST magazine, for the year ended December 31, 1971 and the three months ended March 31, 
1972, were as follows: 


Three Months 
Ended Years Ended December 31 
March 31, (Unaudited) 


1972 


(In thousands of dollars) 


% Io 2» 
HOLIDAY MAGAZINE iind os 
Net Revenues ... 100 $ 2,879 | $ 7,326 100 $ 6,724 100 $ 8,927 
Costs and Expenses 101 3,887 ? 9,091 124 8,455 126 10,419 
Income (Loss) from ^ > т йа 
Operations E. (1) $(1,008) (35) $(1,950) $(1,765) (24) $(1,731) (26) $(1,492) | 
JACK AND JILL ax bord eis Jus 2 ЖА o wae à 
MAGAZINE 
Net Revenues : 100 $ 1,700 $ 2,119 
Costs and Expenses 3 90 : 1,450 1,864 
Income from Operations 44 10 Т $ 250 [ $ 255 
THE SATURDAY ч 
EVENING POST 
MAGAZINE 
Net Revenues .. 
Costs and Expenses 
Income (Loss) from 
Operations 1 $ (455) 


* Including start-up expenses of $250,000. 


The Company sells subscriptions to HOLIDAY and JACK AND JILL through direct mail solicitation and 
through inserts in its three magazines. It also obtains subscriptions for HOLIDAY and JACK AND JILL 
through independent catalog agencies, which solicit institutional subscribers such as schools, libraries, hospitals 
and fraternal organizations, and through independent field agencies which make solicitations of individuals 
and others by telephone and in person. New subscriptions are largely on a lump sum payment basis, as paid- 
during-service or "PDS" subscription solicitation has for the most part been discontinued which is consistent with 
the current policies of other magazine publishers. This discontinuance is reflected in reduced subscription 
sales in 1972. The subscription rate for other than direct mail solicitation by the Company, varies from 100% 
to 50% of the basic subscription rate and the remittance rate to the Company by the subscription solicitation 
agencies varies from 50% to 70% im the case of catalog agencies to 15% to 32% for field solicitation agencies. 
The Company also sells HOLIDAY and JACK AND JILL to distributors for single copy (newsstand) sales. 
Initially, the new quarterly magazine THE SATURDAY EVENING POST was sold on a single copy (newsstaud) 
basis only. In the latter part of 1971, solicitations for subscriptions to the new quarterly THE SATURDAY 
EVENING POST were initiated through direct mail and inserts in the Company’s three magazines. 


The following table shows with respect to HOLIDAY and JACK AND JILL for the years 1967 
through 1971 and the first quarter of 1972 the number of issues each year, average paid circulation (subscrip- 
tion and single copy) per issue, average per issue advertising pages, average per page net advertising 
revenue (net of advertising expense, principally salaries and commissions of salesman and advertising repre- 
sentatives and exclusive of general administrative expenses) and average per issue net advertising revenue. 

Average Avercge Net Average 
Advertising Advertising Net Advertis- 


Number Subscription Single Copy Pages Revenue ing Revenue 
Year of Issues Sale(a) . Sale(a) Total Per Issue Рег Page Per Issue А 


1967 эру ~ 1,024,690 50,320 1,075,010 $8,610 —  $576917 
Holiday 1968 12 1,092,915 39,482 1,132,397 8,993 521,583 
` 1969 12 1,089,345 39,373 1,127,718 9,386 431,750 
1970 1,075,787 43,140 1,118,927 9,362 402,560 
1971 1,036,016 44,837 1,080,853 5,559(b) 194,56] 
1972(d) 850,000 37,450 887,450 4,375(b) 210,000 
1967 506,167 198,530 704,697 
1968 459,327 180,737 640,064 (c) 
1969 454,487 170,554 625,041 
1970 383,211 162,795 546,006 
1971 436,550 192,888 629,438 
1972(d) 397,382 265,000 662,382 


The 

Saturday 

Evening 197] с 30,000(е) 505,000 535,000(е) 34 4,456 151,510 
Post 1972(d) 1 100,500 530,000 630,500 40 3,550 142,000 


(a) All subscription and advertising figures are on an average issue basis, except as noted in Note e. 

(b) Due to the reduction in page size and circulation guarantee beginning with the December '70/January 71 
issue, the per page rate was lowered approximately 10%. 

(c) Advertising pages and revenue with respect to JACK AND JILL are not significant. 

(d) Through March 31, 1972, reflecting a decrease due principally to discontinuance of “PDS” subscriptions. 

(е) The subscription figure with respect to THE SATURDAY EVENING POST for 1971 is on an average 
issue basis for the second and third issues of said magazine only, as there were no subscription sales 
of the first issue. 


Employees 

The Company and its subsidiary have approximately 102 employees cf which 93 are in Indianapolis, 
one is at the Company's corporate headquarters office in Philadelphia, and eight are at regional advertising 
sales offices. Of the employees in Indianapolis, approximately 20 are in the art and editorial department, 11 are 
ı1 genera! magazine production, 29 are in circulation and 33 perform accounting, secretarial and other 
administrative services. [n addition, approximately seven part-time employees are utilized at Indianapolis, 
principally in the circulation department. 


Services Provided by Review 

The Company receives management services in connection with the publication of its magazines from 
Review Publishing Co., Inc. pursuant to an agreement dated October 13, 1970 for an annual fee of 350,000. 
Pursuant to an agreement with Review dated February 11, 1971, the Company also receives from Review 
certain additional services and is provided with certain facilities at the 1100 Waterway Boulevard, Indianapolis 
premises. The services include accounting, typesetting, art, subscription fulfillment and personnel recruitment. 
In addition to the space occupied by the Company's personnel in Indianapolis, Review furnishes the Company 
with mailing, copying and telephone facilities. The Company is charged for these services and facilities in 
accordance with the amount of services and facilities utilized, which in 1971 amounted to approximately 
$273,000. See “Certain Transactions". In addition to the subscription fulfillment services furnished to it by 
Review in 1971, other subscription fulfillment services were provided to the Company by an independent firm 
at an annual cost of approximately $350,000 in 1971. 


Postage 354a 


Postage, primarily in connection with subscription sales and magazine deliveries, is a substantial 
expense to the Company. In 1971 postage amounted to approximately $250,000. Postage rates have risen 
steadily and substantially in recent years. There was a postage increase in 1971 and proposed further increases 
are expected in the near future. 


Other Income 


The Company from time to time grants licenses or permissions to other parties for the use of editorial and 
art material previously published in its magazines and has certain other royalty rights. Fees and royalties from 
these sources in 1971 amounted to approximately $200,000. The Company also rents its subscription lists for 
which in 1971 it received approximately $144,000 before commission expense. 


Competition 

The magazine industry has become extremely competitive and in recent years a nu‘nber of established 
magazines have ceased publication. The principal areas of magazine competition are advertising sales, sub- 
scription sales, newsstand sales and general readership interest. HOLIDAY, JACK AND JILL and the new 
quarterly THE SATURDAY EVENING POST compete directly with other magazines in the same fields 
which are, respectively, travel and leisure, children in the 12 and under age group and general interest. Each 
competes in varying degrees with television, radio and books. The SATURDAY EVENING POST and 
HOLIDAY, and to a limited extent JACK AND JILL, compete for advertising sales with other magazines 
and other advertising media. The Company is a small business in the publishing field. 


Property 


The Company does not own any significant real estate. See “Recent Developments—Disposition of 
Assets”. It has certain lease obligations which include its corporate headquarters office in The Fidelity 
Building, Philadelphia, Pennsylvania at a rental of $5,760 per year for a term expiring February 28, 
1974, which is subject to » ior termination upon 90 days notice, sce “Certain Transactions”; storage space 
in the Curtis Building in @niladelphia a month to month basis at an annual rental of $3,360; and an 
advertising sales office in the Waldorf Astoria Hotel, New York City at an annual rental of $40,000 for a term 
expiring December 31, 1972. In addition, it occupies approximately 13,000 square feet of space at 1100 
Waterway Boulevard, Indianapolis used for the publication of its three magazines for which it pays an 
affiliate of Review Publishing Co., Inc. under an agreement dated Februa v 11, 1971 at a specified rate per 
square foot as occupied for which it paid $55,000 in 1^/!. It al: eases office space in Chicago, Illinois at an 
annual rental of $19,000 under . long term lease expir ig in 1982. Part of this space has been subleased at 
a rate of $9,000 per year under хп agreement which expires December 31, 1972. 

The Company, under a royalty agreement dated December 14, 1965 with a former subsidiary, which 
was sold to Texas Gulf Sulphur Company that year, has the right to receive certain royalties at such time 
as mincrals are produced from a certain tract near Timmins, Ontario, Canada, which tracts remain undeveloped 
and as to which there is no present accurate basis for valuation. Texas Gulf Sulphur Company has indicated 
that it will not undertake development of the tracts unui the royalty agreement is renegotiated so as to 
reduce the Company's royalty interest. 


Litigation 


There follows a description of the material litigation involving the Company. In the opinion of the 
management, this litigation, if decided adversely to the Coinpany, could have a material adverse effect upon 
the financial condition of the Company. 


John M. Crimmins and Catherine L. Crimmins, his wife, on Bchalf of Themselves and on Behalf of Those 
Similarly Situated v. The Curtis Publishing Company, Municipal Court of Philadelphia County, Common- 
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wealth of Pennsylvania. This matter is an action, purportedly on behalf of all the former subscribers to THE 
SATURDAY EVENING POST, seeking to сопре! the defendant to grant cash refunds to members of the 
class. Although the plantiffs claim damages "over $1,000,000", the Court of Common Pleas of Philadelphia 
County transferred this action to the Municipal Court of Philadelphia County, which has a maximum 
jurisdiction of $500. This action was filed on or about September 26, 1968. 


Philip P. Kalodner, in His Own Right and on Behalf of the Holders of the Prio, referred Stock of The 
Curtis Publishing Company v. The Curtis Publishing Company, Martin S. Ackerma 1 E. Eugene Mason, 
Court oj Common Pleas of Philadelphia County, June Term, 1967 No. 3432. In this matter, the plaintiff seeks 
an order declaring the right of the holders of the Prior Preferred Stock to earned contingent dividends of $1.00 
per share for the year 1965 and $.60 per share for the year 1966. The action was filed on or about July 19, 
1967, and the plaintiff has taken no action subsequent to the filing of an amended complaint in 1969. 


Frank M. Tait v. The Curtis Publishing Company, Supreme Court of the State of New York, County of 
New York, Index No. 17066/1967. In this action plaintiff requests judgment: (1) declaring that as at 
December 31, 1965, the registrant was in arrears in the payment of cumulative dividends on its Prior Preferred 
Stock, $4.00 Dividend Series in the sum of $12.25 per share; (2) declaring that as at December 31, 1965, 
the registrant was in arrears in the payment of cumulative dividends on its Prior Preferred Stock, $1.60 
Dividend Series in the sum of $3.25 per share; and (3) declaring that the registrant has no power or authority 
to refund its indebtedness without the prior consent of the holders of two-thirds of the outstanding Prior 
Preferred Stock of the registrant. The plaintiff subsequently filed a motion for summary judgment, requesting 
the entry of a money judgment against defendant. The plaintiff contends that the right to payment of dividends 
becomes vested and would not be extinguished by any recapitalization of the Company. The motion for 
summary judgment was subsequently withdrawn, and the registrant has filed an answer denying the allegations 
of the complaint. The compiaint was filed on or about April 29, 1966. 


Hurley v. The Curtis Publishing Company, U.S.D.C.E.D.Pa., Civil Action No. 72-274. This matter 
is a claim, alleged to be in excess of $450,000, for breach of certain contracts entered into between. 
the Company and the plaintiff. By agreement dated February 1, 1967, the Company appointed the 
plaintiff as exclusive advertising sales representative for THE SATURDAY EVENING POST, LADIES 
HOME JOURNAL, HOLIDAY, JACK & JILL and AMERICAN HOME for the geographical territory 
set forth in the agreement. By a separate agreement, also dated February 1, 1967, the Company leased 
an airplane from plaintiff. The Company has subsequently subleased said airplane to KWTX Broad- 
casting Company, and plaintiff has alleged that he did not consent to the sublease. The complaint was filed on 
or about February 7, 1972. On or about July 25, 1972, plaintiff amended his complaint, seeking a declaration 
that he is not required to transfer the airplane and the $65,000 security deposit to the Company. 


Atwood Richards, Inc. v. The Curtis Publishing Company, U.S.D.C.S.D.N.Y., 71 Civ. 5462. This 
action is predicated upon a series of purported contracts between Atwood Richards, Inc. and The Curtis 
Publishing Company wherein, inter alia, The Curtis Publishing Company agreed to compensate the plaintiff 
for certain advertising appearing in THE SATURDAY EVENING POST, HOLIDAY, LADIES HOME 
JOURNAL, and JACK & JiLL. The complaint requests a money judgment in the amount of $123,000 and also 
requests an accounting from the defendant. The complaint was filed on or about December 16, 1971. Dis- 
covery proceedings by the defendant are now in progress. 

John М. Clifford у. The Curtis Publishing Company, U.S.D.C.E.D.Pa., Civil Action No. 71-1794. This 
action is a claim upon a series of employment agreements between Clifford and The Curtis Publis’ ting 
Company. The complaint requests a money judgment of approximately $1,200,000. The complaint further 
alleges, in computing said damages, that the Company is liable to Clifford. not only for the compeasation 
required to be paid under the contracts, but also for the income tax consequences of receiving such com- 
pensation in a lump-sum judgment, as distinguished from receiving said compensation in the periodic 
payments envisioned by the contract. The complaint was filed on or about April 2, 1971. The deposition of 
Mr. Clifford has been taken and this action has been consolidated with the Hurley case referred to above. 


Holiday Publishine Company v. Frederic Gregg, Jr., Lin Broadcasting Corporation, Joel M. Thrope, 
Clyde W. Clifford, Peter J. Solomon, David Steine and Thomas I. Unterberg, U.S.D.C.S.D.N.Y., 69 Civ. 
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1808. In this matter, the subsidiary of the Company has demanded rescission of the purchase, for $3.5 356a 
million, by The Saturday Evening Post Company, of approximately 80,000 shares of Lin Broadcasting 
Corporation stock from Frederic Gregg, Jr. in January of 1969. Defendant Gregg has filed a counter- 

claim requesting judgment requiring the plaintiff to indemnify him against all claims made in certain class 
actions against Gregg. The complaint was filed on or about April 30, 1969. Extensive depositions have been 

taken. The Company is in the process of effecting a settlement with all defendants except defendant Gregg. 


Robert Bader, et al. v. The Curtis Publishing Company, Cadence Industries Corporation, The Saturday 
Evening Post Company and Martin Ackerman, Circuit Court, 11th Judicial District of Dade County, Florida, 
No. 17-16894. This action is a class action on behalf of former subscribers to THE SATURDAY 
EVENING POST seeking to compel the defendants to make cash refunds to said former subscribers. The 
Court has made a primary determination that the action is maintainable as a class action with the class 
limited to those former subscribers whose subscription rights arose in the State of Florida. The complaint 
was filed on or about September 2, 1971. The Cor^nany has appealed from the determination that the action 
is maintainable as a class action and the matter has veen argued in the appellate courts. 


International Business Machines Corporation v. The Curtis Publishing Company, Court of Common Pleas 
of Philadelphia County, February Term, 1972, No. 1361. This matter is a claim, by International Business 
Machines Corporation, upon certain notes purported to have been executed by the Company in favor of 
International Business Machines Corporatior and upon certain invoices allegedly submitted by IBM to the 
Company. The total amount of the claim is $190,105.27, with interest. The Complaint was filed on or about 
February 14, 1972. Tne plaintiff has filed a pleading challenging the legal sufficiency of certain of the defenses 
pleaded in the answer. This question is awaiting determination by the Court. 


The Travellers Insurance Company, Inc. v. The Curtis Publishing Company, U.S.D.C.S.D. Ind., No. 


IP-72-C-312. The Complaint in this suit, which was filed June 29, 1972, alleges that the plaintiff, during the 
period 1963-1966, issued certain insurance policies to the Company and that said policies contained 
provisions requiring the recomputation of premiums in light of actual claims experience. The Complaint 
demands judgment in the amount of $48,355, together with interest from September 1, 1966, alleging that 
the Company is so obligated to the plaintiff because of said provisions in the policies. The Company is 
investigating this claim and presently is unable to express an opinion as to the probable outcome of the 
litigation. 


REVIEW PUBLISHING CO, INC. — BUSINESS AND MANAGEMENT 357a 
Business and History 


Review Publishing Co., Inc. was incorporated December 28, 1955 under the laws of the State of 
Indiana. It is principally engaged in the publication of children's magazines and trade and special 
interest periodicals principally for national distribution. The executive and editorial offices are located at 
1100 Waterway Boulevard, Indianapolis, Indiana. 

All of the outstanding shares of capital stock of Review were acquired by Beurt R. SerVaas on October 
15, 1957 and subsequently transferred to SerVaas, Inc. (a holding company) the present sole shareholder 
of Review. Mr. SerVaas owns all of the outstanding capital stock of SerVaas, Inc. 

At the time it was acquired, Review published one special interest magazine, TRAP & FIELD. Sub- 
sequently, it created one trade magazine, PLYWOOD AND PANEL, before commencing an acquisition 
program which :.sulted in the obtaining of rights or licenses to publish five children's magazines and four 
additional trade and special in'e-est magazines. Review has followed a policy of growth through the 
acquisition of unprofitable or failing publications. Generally, such acquisitions have involved, in addition 
to the purchase price, the assumption of the unfulfilled subscription obligations of the predecessor publisher. 

The principal sources of revenue are subscriptions and advertising. However, the significance of cach 
of thesc sources varies for each periodical published. Recently, significant revenues also have been obtained 
from the sale of mailing lists for the children's publications to approved advertisers and for special promotions. 


Revenues and contributions to pre-tax income for the last four fiscal years and the five month period are 
shown in the table below. 


FISCAL YEAR ENDED JULY 31, mc ^ = умы 
1968 1969 1970 1971 March 31, 1972 
Revenues: ii Y S TU TENTER = 
Children's Magazines: 
Subscriptions received ..... ..... $312,400 $ 485,800 $ 734,800 $ 883,200 $ 669,700 
Commercial and other advertising . . 12,400 12,600 13,700 18,000 20,600 
List rental, special promotion 
and other Pied is xis 18,000 13.700 45,700 123,000 109,300 


$342,800 $ 512,100 $ 794,200 $1,024,200 $ 799,600 


Ггайе and Special Interest Magazines: Mau a E 


Subscriptions -eceived ........... $221,600 $ 236,600 $ 236,000 $ 238,600 $ 189,200 

Commercial and other advertising . 220,900 269,000 302,300 294,100 206,500 
List rental, special promotion 

aud other . . А 21,800 32,400 24,700 23,100 19,500 

$464,300 $ 538,000 $ 563,000 $ 555,800 $ 415,200 

Other . 71,200 108,400 110,900 215,600 173,900 

$878,300 $1,158,500 $1,468,100 $1,795,600 $1,388,700 

Discontinued Magazine تااس‎ —)— 87,900 66,100 800 


$878, 31 $1,158,500 $1,556,000 $1,861,700 $1,389,500 
Pretax Earnings (Loss): | сен | A enorme 


Children’s Magazines: .... .... $(71,200) $ (30,200) $ 37,200 $ 4,400 $ (52,900) 
Trade and Special Interest Magazines 30,400 25,000 36,800 16,700 9,300 
EA PES a БАН} .. (46,400) (63,900) (72,900) 400 (9,300) 
$(87,200) $ (69,100) $ 1,100 $ 21,500 $ (52,900) 

Discontinued Magazine .......... —0-— --0— (52,300) (29,200) (8,400) 
Pre-tax earnings (loss) ... . $(87,200) $ (69,100) $ (51,200) $ (7,700) $ (61,300) 
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The children’s magazines published by Review are: BARBIE TALK, BROWNIE READER, CHILD 


LIFE, CHILDREN'S PLAYMATE and YOUNG WORLD. These magazines are directed to the age 
group 3 through 14. A substantia! amount of the creative effort of these magazines is generated by the staff of 
Review; however, much art and editorial material is also purchased from freelance artists and writers. 
These magazines are sold through direct mail, catalogs, school purchase plans, field selling and newsstand sales. 
Substantially «J! of the revenues trom the children's magazines are from subscriptions. The following is a brief 
description of each of the children's magazines: 


BARBIE TALK is published under license from the Mattel Corporation *ursuant to an agreement 
dated January 28, 1972. Commencing with the April 1972 issue, BARBIE TAL‘. w.ll be published ten times 
а year with bi-monthly issues i^ Inne luly and December/January. Although this publication is primarily 
Barbic doll oriented, it alsc many other features for girls from 4 to 14. Editoral content 
includes Barbie stories, plays, recipes, games, puzzles and articles on subjects of general interest. The Mattel 
Licensing Agreement calls for payment to Mattel of 2% of the gross subscription income from this magazine 
with the exception of income trom subscriptions generated by Mattel. However, if the number of subscriptions 
that are generated bv Mattel falls below 50,000, or 1096 of the total number of outstanding subscriptions, the 
royalty to Mattel is 4% instead of 2% 


THE BROWNIE READER is a publication which was created by Review for Girl Scouts of the U.S.A 
in 1967. Commencing in 1972, it will be published nine times each year, including one large summer issue 
encompassing the months of June through September. Editorial content is chosen or written by the Review staff 
in close cooperation with Girl Scouts of the U.S.A. and is directed to Brownies aged 7-8. This magazine is 
published pursuant to an agreement with the national organization of Girl Scouts. The agreement, which 
extends to July 31, 1973 with an option to extend for an additional five years, provides for a sharing of 
any profits from the publication of the magazine after the recovery of startup costs with the Girl Scouts of the 
U.S.A. To date no payments have been required under this agreement. 


CHILD LIFE is directed to children aged 5-12 and is intended to be entertaining and instructive outside 
areas usually associated with classroom instruction. The editorial format is complemented by photography 


and illustrated art work. Publication is monthly except for the June/July and August/September issues which 
are bi-monthly. 


CHILDREN’S PLAYMATE is designed for pre-schoolers and early readers in the 3 to 8-year-old 
range. Its content is balanced between entertainment, information, and things to do. Publication is monthly 
except for the June/July and August/September issues which are bi-monthly. 


YOUNG WORLD, for ages 8 to 13, seeks to open new interests for the inquisitive young. Its content 
is chosen for the more mature child in this age group. Publication is monthly except for the June/July and 
August/September issues which are bi-monthly. 


The trade and special interest magazines published by Review are: DESIGN, INDIANA, NUGGETS, 
PLYWOOD & PANEL, STONE and TRAP & FIELD. Most of the material for these magazines is generated 
Гу the stall of Review. The following is a brief description of each of the trade and special interest magazines 


DESIGN is a magazine of creative art for teachers, artists and craftsmen which is published bi-monthly 


It is essentially an “idea” journal including articles which are instructional in format. Substantially all its 
revenues are from subscriptions 


INDIANA is a monthly special interest, business-oriented publication edited for business and 
industry cxecutives and community leaders Il provides reports on business and industrial developments 
and on unportust busine u onfronting the Indiana businessman This magazine is distributed principally 


without charge Su^siantially ail of its revenues are from advertising 
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NUGGETS, also printed under the names OPTIMETER and PRISM, is a pocket sized monthly 


periodical sold in bulk to business firms. principally funeral homes. It is redistributed by the purchasers 
for promotional purposes. Annually at Christmas a рт ир of articles from NUGGETS is published under the 
name SCRAPBOOK for distribution by such businesses. Substantially all of its revenues are from bulk sub- 
scription sales 


PLYWOOD & PANEL is a monthly trade journal for the plywood manufacturing industry. Its edi- 
torial content 1s produced principally by the staff of Review. The principal source of revenue from this 
magazine. млл Is distributed principally without charge, is advertising 


STONE : bi-monthly trade journal addressed principally to architects and distributed principally 
without charge. It features various uses of stone for construction, building and decor. Substantially all its 
revenues are from advertising 


TRAP & FIELD is the official publication of the Amateur Trapshooting Association. Its editorial material 


is produced by the staff of Review for the 13 issues each year. Revenues are from both advertising and 
subscriptions 


Phe following table shows the number of issues eac year, the subscription copies, free distribution, and 


total circulation per issue advertising pages per is.ue and advertising revenue per issue of each magazine from 
the year of its acquisition by Review through March 31, 1972 
Average 


Advertising Advertising 
Calendar Numb.rof Subs ripon Free Pages Revenue 


Year Issues Copies(a) Distribution(a) Total Per Issue Per Issue 

1968 12 57,938 4,720 62,658 

The 1969 12 63,555 1,092 64,647 
Brownie 1970 12 76,556 271 76,827 
Reader 1971 12 83,452 55 83,507 
1972(d) 79,395 12 79,607 


(с) (с) 


1967 204,712 à 207,549 

1968 195,211 197,881 

Child 1969 185,847 А 137,388 
lile 1970 190,511 * 191,904 
1971 182,142 Я 183,541 

1972(d) 151,520 і 154.859 


1968 69,595 69,595 
1969 76,639 : 76,644 
1979 149,746 y 149,793 
1971 221,431 284,403(b) 
1972 (d) 174,851 176,535(h) 


Children's 
Playmate 


1970 185,819 186.,4 
1971 145,040 145,530 
1972(4) 109,503 110.769 


Young 


World 


1967 . 8,314 9. 1 
1968 - 9.509 9.649 
1969 9,136 9.242 
1970 9.476 9.598 
1971 8,840 8,972 


1972(d) 7,020 7,232 


Design 


1971 1,376 8,500 
1972(d) 5 7,713 


Indiana 


Nuggets 


Plywood 
and Panel 


Stone 


Trap and 
Field 


Calendar 
Year 


1967 
1968 
1969 
1970 
1971 


1972(d) 


1967 
1968 
1969 
1970 
1971 


1972(d) 


1968 
1969 
1970 
1971 


1972(d) 


1967 
1968 
1969 
1970 
1971 


1972(d) 


Number of 
Issues 


13 
13 
13 
13 
13 


Subscription 
Copies(a) 


41.200 
41,333 
41,350 
38,834 
31,356 
28,109 


911 
S60 
y24 
990 
973 
960 
718 
718 


11,380 
12,408 
13,483 
14,747 
15,430 
16,888 


Free 
Distribution(a) 


19,461 
19,652 
19,652 
16,848 
16,414 
17,448 


12,495 
12,415 
11,381 
10,482 
10,482 


437 
450 
396 
263 
425 
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(a) All subscription figures are on an average issue basis 


(b) Includes 62,488 si gle copies sold on newsstands 


Total 

41,200 
41,333 
41,350 
38,834 
31,356 
28,109 


20,372 
20,512 
1,586 
17,838 
17,387 
18,408 


12,495 
12,415 
11,381 
11,200 
11,200 


11,817 
12,858 
13,879 
15,010 
15,855 
17,378 


Advertising 
Pages 
Per lasue 


(c) 


21 
22 
25 
27 
29 
13 


360a 
Averag- 
Advertising 
Revenue 
Per Issue 


(c) 


$11,455 
11,522 
12,609 
11,588 
9,349 
9.810 


(с) 


5,095 
6,005 
6,502 
8,144 
7,891 
7,605 


(с) Advertising with respect to the children’s magazines, DESIGN magazine, NUGGETS magazine and 


(d) Through March 31 


1972 


STONE magazine was not significant 


In addition to the publishing of its own magazines, Review also publishes JACK AND JILL, 
HOLIDAY and the new quarterly THE SATURDAY EVI NING POST for The Curtis Publishing Company 
pursuant to a Management Agreement. See “Servic es Provided by Review" 

Review processes the majority of the subscriptions and mailing. lists on a leased computer which is 


located at its offices. All of the m igazines except HOLIDAY are currently mailed through in-house service 
Most publications are now set and laid out internally by Review's art and production departments. Review does 
not print ‚ Ui the magazines. [t contracts with printers in several states for these services 


Emplovees 


Review and its subsidiary have 79 employees all of whom are in Indianapolis, Indiana. Of the employees 
in Indianapolis, approximately 18 are in the art and editoria] departments, approximately 5 are in general 
magazine production, approximately 20 are in circulation. approximately 4 are in advertising sales, and 
approximately 32 perform accounting, sex retarial and other administrative services. In addition, there are 
approximately 13 part-time employees 

Review has no pension plans or life insurance programs, although it does participate with its 
employees in a health and hospital insurance plan available to all employees and their families 


Propert y 

Review does not own any real property, having in March 1972 conve yed to SerVaas, Inc. the land and 
buildings reflected on the Consolidated Balance Sheet of Review at July 31, 1971 at $51,044 (net of depre 
ciation of $44,335) together with mortgage and other debt related thereto of $32,342. which real property 
was unrelated to and was not used in connection with the publishing business of Review Its offices are 
located at 51:00 Waterway Boul vard, Indianapolis, Indiana. The premises are leased from SerVaas Invest 
ment Corp., a real estate holding company wholly-owned by Mr. Beurt SerVaas, pursuant to a lease dated 
March 15, 1972. The lease rental, currently $4 90 per square foot of office space leased, is based on a lease 
formula which prorates the cost of ¢ bt re (тетет, real estate taxes and insurance for the building among 
the tenants, all of whi h. ex cpt for the Company, are affiliates of SerVass Inc. In addition, charges for 
Miuntenance, utilities and janitorial services ay prorated among said tenants. These offices arc well kept and 
of recent construction. Review is currently leasing approximately 12,900 square feet of office space, and 
approximately 8,300 square feet (at $1.50 per square foot) of warchouse space, of the 52.000 square feet 
owned by SerVass Investment ( orp. at that location. Substanti lly all of P'eview's operations are conducted 
from this location. The rent currently be ing paid by Review to SerVaas Investment Corp. amounts to approxi- 
mately $75,700 за an annual basis and compares to thet which might be paid for comparable property which 
could be leased from unaffiliated partie 


Competition 

The magazine publishing business is highly competitive in the areas of advertising sales, subscription 
sales, newsstand sales and general readership. All of the magazines published by Review are in direct 
competition with all other magazines of the same nature and are in general competition for readership 
with all reading materials sold on newsstand. or by subscription. They are also in competition for reader 
attention with television, radio and books Each magazine competes for advertising and circulation with 
all other mayazines and all other idvertising media. Review is approximately the same size as its largest 


competitors inthe children’s magazine field. ftis small in rcl ion to 15 competitors in the trade magazine field 


Manayement 
Phe directors and executive ойс rs of Review аг 
Beut R SerVaa President, Treasurer and Director 
Helly Ann Foxworthy Fxecutive Vice President and " ce tor 
Mary Alice Simpson Vice President and Assistant 1 rcasurer 
Raymond FE Gray Vice President 
Cory J SerVaas Secretary and Director 
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Beu t R. SerVaas, is Review's publisher and chief fiscal officer. He has directed the firm's development 


since 1957 when its first magazine was acquired. In the same year, Mr. SerVaas acquired North Vernon 
Forge, Inc. which presently manufactures original equipment components for automobile and appliance 
manufactures, including universal joints, engine and gear parts, and cam shafts. It also manufactures 
mechanics’ handtools and recently acquired a truck body manufacturing facility. Mr. SerVaas is the owner 
and Chairman of the Board of North Vernon Forge, Inc. which for the year ended July 31, 1971 had sales 
in excess of $3,600,000 and income, before income taxes, in excess of $250,000. Mr. SerVaas is also Chairman 
of the Board of SerVaas Laboratories, Inc. which he and Mrs. SerVaas formed in 1952 to manufacture a 
patented plastic extruded device for the homemaker. That company’s principal products now are household 
and commercial cleaning compounds, having annual sales of $543,000 for the 5scal year ended September 
30, 19. , and a net loss for such year of $28,0(X.. 


Betty Ann Foxworthy is a graduate journalist and directs the Company's tradebook publications. 
She has been employed by the Company since 1956. Cory J. SerVaas is responsible for the publication of 
IHE SATURDAY EVENING POST and HOLIDAY magazines. She is a graduate journalist and physician. 
Dr. Ser\aas has been variously employed by Review since 1963. Mary Alice Simpson, CPA, has been a full 
time ceroloyee of Review since June 1, 1969. From June 1, 1967 to June 1, 1969, Miss Simpson was 
Assistant Controiler of 'udiana Farmers Mutual Insurance Company. For more than one year prior thereto, 
Miss Simpson was employed with Harry A. Rider, CPA. Raymond E. Gray, a graduate journalist, directs 
Review's children's publications and has been employed by Review since November 196. For more than 
three years prior thereto, Mr. Gray was News Editor of WISH-TV, Indianapolis, Indiana. 


The following table «ets forth the aggregate direct remuneration for the directors and the three highest- 
paid officers whose remuneration exceeded $30,000 and for all directors and officers as a group: 


Capacity in which Remuneration Aggregate Lirect 


Name Was Received і Remuneration іп Fiscal 1971 


Киа Апп Соорег Executive Vice President ............. $33,116 
Directors and Officers as a Group (4 persons) “ЖКО ҮЛТҮ а ; $91,225 
If the assets of Review are acquired by Cu it is expected that the salaries of the former directors and 


officers of Review as a group will continue at the same general level. Rita Ann Cooper ceased to be an 
active employee of Review in May 1972 and is not expected to return. 
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The following table set r the ownership of voting securities at May 1, 1972 by each person who 
owned of record or is known oy the Company to own beneficially more than 10% of any class of the 
Company's voting securities and by all directors and officers as a group. Information is also presented as to 
the ownership of voting securiti s of the Company adjusted for shares to be issued in connection with the 
olan of recapitalization and acquisition. 


Adjusted For Shares 
To Be Issued in Plan 
of Recapitalization 


As of March 1, 1972 and Acyuis'tion 


Nur ber of 
Shares of 
Common 
Stock, no par 
value, to be 
Type of Number of Percentage Owned Percentage 
Name and Address Title of Class Ownership Shares Owned of Class Beneficially of Class 
Beurt R. SerVaas $1.60 Dividend Record and 28,348 11.8% 26,364* 1.1% 
1100 Waterway Blvd. Series Prior Pre- beneficially 
Indianapolis, Ind. 46202 ferred 
Common Stock, Record and 711,156 20.0% 71,116* 3.0% 
$1.00 par value beneficially 
SerVaas, Inc Common Stock, Record m = 670,046** 27.9% 
1100 Wi ~: ау Blvd. $1.00 par value 
Indianapolis, Ind. 46202 
Directors and Officers $4.00 Dividend Record 100 0.03 96 154* 0.006% 
as a Group Series Prior Pre- 
ferred Stock 
$1.60 Dividend Record 28,348 11.8% 26,364* 1.1% 
Series Prior Pre- 
ferred ^*ock 
Common Stock, Record 711,666 20.0% 71,167* 3.0% 
$1.00 par value 


* The Shares of Common Stock, $1.00 par value, and $1.60 Dividend Series Prior Preferred Stock owned 
by Mr. SerVaas, together represent approximately 18% of the outstanding voting securities of the Company 
Upon the effectiveness of the plan of recapitalization and acquisition, Mr. SerVzas will own directly or 
indirectly an aggregate of 767,526 shares of Common Stock, no par value, which will! represent approximately 
32% of the outstanding voting securities of the Company, assuming 100% acceptance oí the exchange offer 
See "Plan of Recapitalization and Acquisition”. Mr. SerVaas, presently and upon the effectiveness of the 
plan of recapitalization and acquisition, may be deemed to be a “parent” of the Company, as such term is 
defined in Rule 405 promulgated under the Securities Act of 1933. 

**The shares owned of record by SerVaas, Inc. are owned beneficially by Mr. SerVaas. 


DESCRIPTION OF CAPITAL STOCK 


The following sets forth a summary of the provisions of the proposed Amended and Restated Articles of 
Incorporation summaries of certain provisions contained in the Articles of Incorporation, as presently in 
effect, copies of which are contained in Exhibit A hereto. 


New Common Stock, no par value (none issued) 


Dividends. The holders of shares of Common Stock, no par value, shall be entitled to such dividends as 
may be declared by the Board of Directors out of legally availa^!e funds. No cash dividends cau be pai’ on the 
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Common Stock, no par value, offered hereby until the Company is able to stop its operating losses and geucrate 
earnings. Before any such dividends can be paid, the accumulated deficit in the amount of $3,971,000 at 
December 31, 1971 and as adjusted for the application of all unrestricted capital surplus, will have to be elimi- 
nated by earnings in like amount. For information as to the accumulated deficit which will remain, see 
“Capitalization”. There can be no assurance that this will ever be done or that any dividends will be paid ‹ 
the Common Stock, no par value. In addition, so long as an, of the Debentures of the Company remaik 
outstanding, ao dividends may be paid on the Common Stock, no par value, unless all interest accrued on such 
Debentures prior to the date of such dividend payment has been paid. 


Voting Rights. The holders of the Common Stock, no par value, shall be entitled to one vote for each 
share held. There is cumulative voting in the election of directors. 


Other Provisions. There are no preemptive or conversion rights with respect to the Common Stock, no 
p&r value. Upon liquidation, dissolution or winding up the Company, holders of the Common Stock, no par 
value, will be entitled to share ratably in the net assets of the Company. After payment of all debis and 
obligations the shares of Common Stock, no pa» value, will, when issued, be fully paid and non-assessable. 


Transfer Agent. The Transfer Agent for the Common Stock, no par value, will be The Fidelity Bank, 
Philadelphia, Pennsylvania. 


Reports to Shareholders. The Company will continue to furnish its shareholders with annual reports 
containing financial statements examined by independent public accountants. Howevei, there is no assurance 
that such independent public accountants will be in a position to express an opinion on such financial state- 
ments. See Report of Arthur Andersen & Co. herein. 


Prior Preferred Stock 


The holders of the $4.00 Dividend Series Prior Preferred Stock are entitled to cumulative fixed 
dividends at the rate of $3.00 per share per annum and, additionally, to earned contingent dividends at the 
rate of $1.00 per share per annum. The holders of the $1.60 Dividend Series Prior Preferred Stock are 
entitled to cumulative fixed dividends at the rate of $.60 per share per annum and, additionally, to earned 
contingent dividends at the rate of $1.00 per share per annum. Fixed dividends on both series are payable 
quarterly out of the surplus of the Company on the first days of January, April, July and October. Contingent 
dividends are payable on a date to be fixed by the Board of Directors not later than the first day of May 
in each year. The contingent dividend is payable only to the extent earned in the preceding calendar year. 
Whenever less than the full amount of the fixed dividends, including any éfrearages is to be paid on the 
two scries, payments are to be made on both series in the proportion of theif respective fixed dividend rights. 
Whenever less thaa the full amount of the contingent dividends, including any arrearages, is to be paid on the 
two series, payments are to be made on both series in equal amounts per share. The Company is pro- 
hibited from paying cash dividends of any character on the Prior Preferred Stock until all Debenture coupons 
dated prior to the date of any such dividend payment have been paid or their payment is provided for. 
No dividends may be declared or paid on the Common Stock until the current quarterly and all accumu- 
lated fixed dividends and all earned contingent dividends then unpaid on the Prior Preferred Stock have 
been paid or set aside for payment. At May 1, 1972, dividend arrearages on the Prior Preferred Stock 
were $30.00 per share on the $4.00 Dividend Series Prior Preferred Stock and $6.00 on the $1.60 Dividend 
Series Prior Preferred Stock, aggregating $11,470,608 on both series. Although there was net income during 
the year ended December 31, 1971, there were no available earnings for this period, as defined in the 
Indenture, for the payment of interest on the outstanding Debentures, and no contingent dividends were 
earned on the Prior Preferred Stock for this year. Holders of the Prior Preferred Stock are not entitled to 
share or participate in any stock dividends declared by the Company or to otherwise receive dividends in 
excess of the rates above described. The Board of Directors is entitled to rely on the certificate cf the Company’s 
certified public accountants in determining the amount of earned contingent dividends. 

The Prior Preferred Stock has no preemptive rights and no conversion rights. The $4.00 Dividend 


Series Pricr Preferred Stock is redeemable at $75 per share plus all accumulated fixed dividends and all 
earned contingent dividends unpaid at the date of redemption. The $1.60 Dividend Series Prior Preferred 
Stock is redeemable at $25 00 per share plus all accumulated fixed dividends and all carned contingent 
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dividends unpaid at the date of redemption. The $4.00 Dividend Series Prior Preferred Stock is entitled 
to $65.00 per share plus all accumulated fixed dividends and all earned contingent dividends then unpaid 
in distribution in the event of bankruptcy, insolvency or voluntary or involuntary dissolution of the 
Company. The $1.60 Dividend Series Prior Preferred Stock is entitled to $25.00 per share plus all accumu- 
lated fixed dividends and all earned contingent dividends then unpaid in distribution in the event of 
bankruptcy, insolvency or voluntary or involuntary dissolution. Such payments in bankruptcy, insolvency 
or dissolution must be made before any distribution is made to the Common Stock. There are no sinking 
fund provisions with respect to either series of the Prior Preferred Stock. 

All of the issued and outstanding Prior Preferred Stock is fully paid and non-assessable. 

Holders of the Prior Preferred Stock have full voting rights. In addition, the Company may not, without 
the consent of the holders of two-thirds of the Prior Preferred Stock of both series voting as a single class: 
(1) create any mortgage debt or other obligation which would be entitled to payment out of the assets of 
the Company prior thereto, excepting such obligations as may be incurred in the ordinary and usual course 
of business, not secured by a lien upon the Company’s property and maturing in twelve months and excepting 
purchase money obligations given in connection with the acquisition of new property; or (2) create any 
other issue of stock which in any way would impair the rights of the holders of the two series of Prior 
Preferred Stock, respectively, or rank pari passu with the Prior Preferred Stock. Also, the Company may 
not without the consent of the holders of two-thirds of the $4.00 Dividend Series Prior Preferred Stock and 
of the holders of two-thirds of the $1.60 Dividend Series Prior Preferred Stock, voting by series, alter or 
change the preferences, qualifications, limitations, or restrictions of the Prior Preferred Stock or either 
series thereof. If at any time six quarterly fixed dividends on the Prior Preferred Stock are in arrears, then 
and until all dividend arrearages thereon are fully paid, the holders of the Prior Preferred Stock, as a single 
class, are entitled to elect two Directors commencing with the annual meeting of shareholders next succeeding 
such event. Quarterly fixed dividends are now in arrears for more than six quarters. 

There are no restrictions upon the repurchase or redemption of Prior Preferred Stock while there are 
arrearages on the Prior Preferred Stock. However, in the case of redemption of less than the entire number 
of outstanding shares of Prior Preferred Stock or any series thereof, the particular shares to be redeemed 
shall be determined by lot. The Company cannot repurchase or redeem Prior Preferred Stock if such 
redemption would reduce the remaining net assets below the aggregate preferential amount payable in the 
event of voluntary liquidation to shares of Prior Preferred Stock not so purchased or redeemed. 

Except with respect to the amount of dividends, redemption values and amounts payable in liquidation. 
and dissolution, the two series of Prior Preferred Stock rank pari passu. 

The Fidelity Bank, Broad and Walnut Streets, Philadelphia, Pennsylvania is the Transfer Agent for 
both serics of Prior Preferred Stock. 


Common Stock, $1.00 par value (Present) 


The holders of Common Stock, $1.00 par value, are entitled to receive dividends when and as declared by 
the Board of Directors, except that no dividends may be declared or paid on the Common Stock, $1.00 par 
value, until the current quarterly and all accumulated fixed dividends and all earned contingent dividends then 
unpaid on both series of Prior Preferred Stock have been paid or set aside for payment. 

The holders of the Common Stock, $1.00 par value, have full voting power, having one vote per share 
together with the holders of the Prior Preferred Stock on all matters except: (1) the election of two directors to 
be elected by the holders of the Prior Preferred Stock voting as a class when six quarterly fixed dividends on the 
Prior Preferred Stock are in arrears (as they now arc) and thereafter until all dividend arrearages are fully paid: 
(2) the election of directors, in which all shares entitled to vote are entitled to vote cumulatively; (3) authoriza- 
tion of certain types of funded debt as to which the consent of the Prior Preferred Stock alone is required 
(reference is made to “Prior Preferred Stock" for a full description of such voting rights); (4) authorization 
of the creation of any issue of stock which in any way impairs the rights of the holders of the Prior Preferred 
Stock or ranks pari passu with the Prior Preferred Stock, which requires a majority vote of the Common 
Stock and a two-thirds votc of the Prior Preferred Stock; and (5) with respect to any changes or alterations 
in the preferences, qualifications, limitations or restrictions of the Prior Preferred Stock or cither series 
thereof, which requires in addition to a majority vote of the Common Stock, the consent of the holders of 
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3 
two-thirds of the outstanding $4.00 Dividend Series and two-thirds of the outstanding $1.60 Dividend 
Series Prior Preferred Stock voting by series. 

The Board of Directors consists of nine members, two of whom are Directors elected annually by the 
Prior Preferred Stock as described above. 

The Company is prohibited from Paying cash dividends on Common Stock, $1.00 par value, until all 
Debenture coupons dated prior to the date of any such dividend payment have been paid or their payment 
provided for. 

The holders of the Common Stock, $1.00 par value, are entitled in liquidation to share ratably in all of the 
remaining assets of the Company after payment of all debts and obligations and after payment to the holders of 
the $4.00 Dividend Series Prior Preferred Stock of $65.00 per share plus all accumulated fixed dividends and 
all contingent dividends .hen unpaid and the payment to the holders of the $1.60 Dividend Series Prior 
Preferred Stock of $25 СО per share plus all accumulated fixed dividends and all contingent dividends 
then unpaid. 

There is no restriction upon the repurchase of Common Stock, $1.00 par value, while there are arrearages 
in the payment of Prior Preferred Stock dividends. However, the Company may not purchase shares when such 
purchase or redemption would reduce the remaining net asssets of the Company below the aggregate preferential 
amount payable in voluntary liquidation to the Prior Preferred shareholders. Reference is made to the cases of 
Tait v. The Cu "ublishing Company and Kalodner v. The Curtis Publishing Company, et al. under 
"Litigation." 

All of the outstanding shares of Common Stock are fully paid and non-assessable. The Common Stock 
has no preemptive or conversion rights. The Fidelity Bank, Broad and Walnut Streets, Philadelphia, 
Pennsylvania is the transfer agent for the Common Stock. 


APPRAISAL RIGHTS 


The Business Corporation Law of Pennsylvania sets forth certain rights and remedies applicable to 
holders of shares of Prior Preferred Stock of Curtis who may object to and desire to dissent from the 
cancellation of their right to receive dividends which have accrued but have not been declared. The 
following brief summary of such rights and remedies does not purport to be complete and is qualified in its 
entirety by reference to Sechon 810 and 515 of such law, a copy of which appears in Exhibit C hereto. Under 
such provisions, a holder of Prior Preferred Stock of Curtis who wishes to demand payment of the fair 
value of his shares must file with Curtis, prior to the commencement of voting by shareholders upon the 
Amended and Restated Articles of Incorporation, a written objection thereto and must not vote in favor of 
this proposal. Voting against the proposal or giving a proxy to vote against it wil! not constitute such a written 
objection. In addition, such shareholder must, within 20 days after the date on which the vote on this proposal 
was taken, make written demand on Curtis for payment of the fair value of his shares, stating the number 
and class and series, if any, of the shares owned by him with respect to which he dissents. Within 20 days 
after such demand, such shareholder must submit his certificate or certificates to Curtis for aotation that 
such demand has been made. Within 30 days after the Amended and Restated Articles of Incorporation 
become effective, Curtis will give written notice thereof to dissenting shareholders who have complied 
with the foregoing requirements and will make a written offer to each such shareholder to pay a specified price 
as the fair valuc of his shares. If, at any timc after 60 days and within 90 days after the Amended and 
Restated Articles of Incorporation become effective, the fair value is not agreed upon between Curtis and 
a dissenting shareholder, the shareholder may demand court proceedings to value his shares. The costs 
and expenses of any such proceedings will be assessed against Curtis but may be fully or partly appor- 
tioned and assessed against any or all of the dissenting sharcholders who are parties to the proceedings if 
the court shall find that the action of such shareholders in failing to accept Curtis’ offer to pay for the shares 
was arbitrary, vexatious or not in good faith. 

The statute provides that unless a shareholder of Curtis files a written objection and makes the 
necessary demand within the 20-day period described above, he shall be conclusively presumed to have 
consented to the Amended and Restated Articles of Incorporation and shall be hound by the terms thereof. 

The foregoing relates only to holders of Prior Preferred Stock of Curtis. The holders of Common. Stock 
of Curtis will have no appraisal rights. 
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REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS 


To The Curtis Publishing Company: 


We have examined the balance sheet of The Curtis Publishing Company (a Pennsylvania corporation) 
and the consolidated balance sheet of The Curtis Publishing Company and subsidiaries as of December 31, 
1971 and the related statements of operations, changes in sharetic'ders’ equity and changes in financial : 
position for the three years then ended. Our examination was made in accordance with generally accepted te 
auditing standards, and accordingly included such tests of the accounting records and such other auditing : 
procedures as we considered necessary in the circumstances. 


Although the volume of operations of the Company and its operating losses have been substantially 
reduced, the future of the Company as an operating entity is dependent upon the success of its future 
operations. 


As set forth in Note 3, the Company has significant litigation and claims pending and other contingencies. 
It is not possible to determine the effect of these matters on the financial st its referred to above. 


Because of the significance of the matters discussed in the previous paragraphs, we are unable to express 
an opinion on the financial statements referred to above. 


Ax SHUR ANDERSEN & Co. 


Philadelphia, Pa., 
February 25, 1972 Л. 
except as to Note (19) 
as to which the date is 
july 25, 1972. 


THE CURTIS PUBLISHING COMPANY AND SUBSIDIARIES 


CONSOLIDATED BALANCE SHEET 370a 
ASSETS 
March 31, December 31, 
— 1912. M un 
(unaudited) 
(in thousands of dollars) 
CURRENT ASSETS: 
Cash AN APTE i cM er E ne Ma TU $ 864 $ 426 
Cash tn escrow (Note 3) 71% 33 — 
Accounts receivable, net of allowance of $805,000 at March 31, and 
$923,000 at December 31 (Notes 3, 4 and 10) } 1,583 1,616 
MARNE NODUM OU S) УОЛ. odo иеа у с, 30 30 
Inventories, principally paper, editorial and art inventory, 
at the lower of average cost or market ........................... i15 116 
Prepaid printing advances and expenses ..... t ES TUE E dS EET coals 171 152 
Total current assets ....... X $ 2,796 $ 2,340 
ACCOUNTS RECEIVABLE DUE JANUARY, 1973 (Note 3) A — 280 
PROPERTY AND EQUIPMENT, net (Note 6) ЕЕ. ; 89 95 
CASH IN ESCROW (Note 3) DR aA. neis E — 3 
‘ OTHER ASSETS ' 50 x 50 
$ 2,955 $ 2,798 


The accompanying notes are an integral part of this statement 
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THE CURTIS PUBLISHING COMPANY AND sUBSIDIARIES 
CONSOLIDATED BALANCE SHEET 


LIABILITIES 
March 31, D ecember 31, 


1971 


(unaudited) Р: 
(in thousands of dollars) 


CURRENT LIABILITIES: 
Accounts payable $ 1,148 $ 800 
Notes payable, including current portion of long-term ‘debt 159 179 
Accrued expenses (Note 16) . Ane 1,339 1,211 


Total current liabilities . AP Uu cU Mp ak ЫШ? VEG $ 2,190 
LONG-TERM DEBT . , xs 4 E 


6% SUBORDINATED | INCOME DEBENTURE S DUE 1986 
(less $3,120,000 face value of debentures in treasury (Notes 8 and 18) ): 
Principal i 7,485 7,485 
Interest eee Бе 2,470 2,358 
OTHER LIABILITIES (Note 5 ee PATH eee ____468 mS. 
Liabilities before deferred credits : ENS CA E , $ 15,073 $ 12,784 
SUBSCRIPTIONS PAID IN ADVANCE, net of 
deferred commission expenses of $6,674,000 at March 31, and 
$7,000,000 at December 31 (Note 15) .. : 3,007 
COMMITMENTS AND CONTINGENCIES 
(Notes 5, 5, 7, 9, 11 and 13) 


$ 15,791 
SHAREHOLDERS’ EQUITY (deficit) (Notes 3 and 18): 
Capital stock (see Note 11 for liquidation preferences) — 
Prior preferred stock, no par value— 
$4 Dividend series—$3 cumulative, additional $1 cumulative to 
extent earned; authorized and outstanding— 334,470 shares; 
aggregate liquidation preference $31,774,000, stated at $ 16,724 $ 16,724 
$1.60 Dividend series—$.60 cumulative additional $1 
cumulative to extent earned; authorized ard outstanding— 
239,418 shares, aggregate liquidation — $7,122,000, 
stated at ; pi 2,394 2,394 
Common stock, par value $1 per share— 
Authorized 8,000,000 shares . ix 
Issued and outstanding 3,555,568 shares vis ` 3,555 КЕШЕ г. -. 
$ 22,673 $ 22,675 
Capital surplus ЕТТ 983 983 
Accumulated (deficit) (Note 11) reer ае ee (36,787) _ (36,649) 
l'otal shareholders’ equity (deficit) АМЫ $(15,131) 


Total liabilities and shareholders’ equity (deficit) sd eh $ 2935 


The accompanying notes are an integral part of this statement 


THE CURTIS PUBLISHING COMPANY AND SUBSIDIARIES 372a 
STATEMENT OF CHANGES IN SHAREHOLDERS’ EQUITY 
FOR THE FIVE YEARS AND THREE MONTHS ENDED MARCH 31, 1972 


Pri Retained 

Preferred Stock Common Stock Carnings 
19202799 ОСЕ MR ~A- Capital (Acrumulated 

Shares Amount Shares Amount Surplus Leficit) 


(Not Covered by Auditors’ Report) 
Balance, December 31, 1966 . 573,888 $19,118,000 3,530,668 $3,530,000 $841,000 $ (1,963,000) 


WEN RE POTEET EEE — — — — — (4,839,000) 
Stock options exercised ... -— — 24,900 — 25,000 142,000 _ — 
Balance, December 31, 1967 . 575,888 $19,118,000 3,555,568 $3,555,000 $983,000 $ (6,802,000) 
PIC Cerea i — — — — — (20,886,000) 


Excess pension plan 
funding recovered 
Oe 19 ........ — — — — — _ 6,080,000 


Balance, December 31, 1968 573,888 $19,118,000 3,555,568 $3,555,000 $983,000 $(21,608,000) 
(Covered by Auditors’ Report) 
о, N TT ATR -— — — Е — (19,433,000) 
Excess pension plan 
funding recovered 


DE I... Eu. AE — — „> „=... _ 0 
Balance, December 31, 1969 573,888 $19,118,000 3,555,568 $3,555,000 $983,000 $ (38,376,000) 
Net loss ....... Pics vk — — —- — — (10,000) 


Excess pension plan 
funding recovered 


Quee 15) ons cos i — — — — — 968,000 
Federal income tax 
settlement (Note 3) — S — ~ — ——__ (3,600,000) 
Balance, December 31, 1970 573,888 $19,118,000 3,555,568 $3,555,000 $983,000 $ (41,018,000) 
Net income ....... Tu — — — — — 2,244,000 


Excess pension plan 
funding recovered 


7 тех ЗИС — — — — — 125,000 
Reversal of reserve for 
income tax 
contingencies (Note 3) . — -— — — — . . 2,000,000 
Balance, December 31, 1971 . 
(Notes 2,3, 11 and 18)... 575,888 $19,118,000 3,555,568 $3,555,000 $985,000 $(36,649,000) 
(Unaudited) 
Pee?! BONE. Loo esu. — — — — — (138,000) 
Balance, March 31, 1972 
(Notes 2, 5, 11 and 18) 573,888 $19,118,000 3,555,568 $3,555,000 $983,000 $ (36,787,000) 


The accompanying notes to financial statements are an integral part of this statement. 


THE CURTIS PUBLISHING COMPANY AND SUBSIDIARIES 


CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 


Source: 
Net income (loss), including extraordinary items 
Add (deduct) items not affecting working 

capital— 

Depreciation ... 

Obsolescence provision 

Debenture interest .. ; 

Provision (reversal) of provision for future 
losses on home office lease А 

Gain оп the purchase of debentures, including 
interest T 

Cain on the curtailment of THE SATURDAY 
EVENING POST circulation 

Increase (decrease) in subscriptions paid in 
advance, net 


Proceeds from sales of property and equipment 
less expenses and extraordinary credit in 1970 

Excess pension plan funding recovered . 

Reversal of reserve for income tax contingencies 

Increase (decrease) in other long-term liabilities, 
etc. 


Application: 

Federal income tax settlement 

Increase (decrease) of other assets . 

Additions to property and equipmeni, 
$431,000 of SEPCO in 1969 

Funds paid and to be paid in connection with 
purchase of debentures 

Increase in working capital as of January 1, 
due to consolidation of SEPCO .... 

Increase (decrease) in working capital 


including 


1969, 


March 31, 
1972 
(unaudited) 


$ (138) 


(14) 


$ (34) 


$ (515) 


1971 


1970 


(Іп thousands of dollars) 


$ 2,244 


(2,629) 


(272) 


$ (185) 


125 
2,000 


308 
Н 2,248 


489 


___1,409 
$ 2,248 


$ (10) 


13 


598 


(1,636) 


(1,000) 


_ (427) 
$ (2,462) 


9,850 
968 


(867) 
$7,489 


$ 3,600 
(171) 


4,060 


$74 489 


1969 


$ (19,433) 


1,789 
4,800 
598 


1,500 


(3,688) 


1,886 
$ (12,548) 


4,716 
2,665 


(2,896) 


$ (8063) 


$ E 
(262) 


574 


2,743 
* (11,118) 
$ (8,063) 


*Represents decrease in working capital for 1969 after consolidating SEPCO as of January 1, 1969. 


(continued on next page) 
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Years Ended December 31, 
Three Months е 
Ended 


a 


THE CURTIS PUBLISHING COMPANY AND SUBSIDIARIES 
CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION (Continued) 


Changes In Working Capital 
Current Assets: 


Cash 
Funds in escrow 
Notes and accounts receivable 
Marketable securities 
Inventories 
Prepaids 


Current Liabilities: 


Accounts payable . 

Notes payable 

Accrued expenses 

Federal income taxes payable 


Three Months - 


Reserve for income tax contingencies — 


Due t2 SEPCO 


The accompanying notes are an integral part of this statement. 


Ended 

March 31, 

_1972 
(unaudited) 

Б» Caos aera $ 438 
VC e^ рУ UP NN. 33 
A PR ede ae (33) 
(1) 

Ae ee Pay RE d 19 
$ 456 

$ 348 

(20) 

128 

$ 456 


Increase (Decrease) 


— Years Ended December 31, 


ш... ЖЕ 


(in thousands of dollars) 


$ (1,074) 
(5,600) 
19 
(720) 
(142) 
(305) 


$ (7,822) 


$ (943) 
(88) 
(1,200) 
(5,000) 
(2,000) 


$ (9,231) 
$ 1,409 


$ 747 
3,362 
(3,482) 


(3,382) 


$ (3,986) 
$ 4,060 
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1969 


$ (647) 
2,238 
(2,508) 
750 
(6,483) 


$ (6,650) 


$ (1,180) 
2,537 
(532) 


(5,192) 


$ (4,367) 
$ (2,283) 
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THE CURTIS PUBLISHING COMPANY 
“ARENT COMPANY BALANCE SHEET 


ASSETS 


Current Assets: 
АЫ ee А Pe ava bead ee EN E op E 


Cash in escrow (Note 3) LESSE ERIS ERR SAGE x dena 
Accounts receivable, net of allowance of $100,000 (Notes 3, 4 and 10) .... 
Due from subsidiary dua mes ruere aar IR d ete 
Marketable securities, at the lower of cost or market aS eri ara 
Prepaid expenses 
Total current assets 

Accounts receivable due January, 1973 (Note 3) 

Property and equipment, net (Note 6) 

Cash in escrow (Note 3) . EE Sede Ау 


Other assets 
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March 31, December 31, 


1972 _1971 
(unaudited) 


(in thousands of dollars) 


$ 155 $ 120 
33 — 
620 633 

1,973 1,878 
30 30 

4 4 
$2,815 $2,665 
— 280 
12 12 

=н 33 

20 50 

$2,877 $3,040 


The accompanying notes are an integral part of this statement 


THE CURTIS PUBLISHING COMPAN. 
PARENT СОМ!'АМҮ BALANCE SHEET 


LIABILITIES 


Current Liabilities: 
Accounts payable à 
Notes payable, including current portion of long- term debt 
— expenses (Note 16) 
otal « ent liabilities 
Long- is Deb 
6% Sub ук беа” iucome Debentures due 1986 (less $3, 120, L 
face value of debentures in treasury) (Notes 8 and 18): 
Principal ad heh eos uf 
Interest 
Other — ities (Note 16) 
iabilities before deferred credits ar 
investment in subsidiaries 
Subscriptions paid in advance, net of deferred 
commission expenses of $1,646,000 at March 31 and $1,858,000 at 
December 31 (Note 15) 
Investment in subsidiaries, at equity - 
Commitments and contingencies (Notes 3, 7, 9, 11 and 13) 


Shareholders’ Equity (deficit) (Notes 3 and 18) : 


Capital stock (see Note 11 for liquidation preferences) -——Prior 
preferred stock, no par value— 


$4 Dividend series—$3 cumulative, additional $1 cumulative to 
extent earned; authorized and outstanding—334,470 shares; 


aggregate liquidation preference $31,774,000, stated at .. 


$1.60 Dividend series—$.60 cumulative, additional $1 cumulative 
to extent earned; authorized and outstanding— 239,418 shares, 


aggregate liquidation preference $7,427,000, stated at 
Common stock, par value $1 per share— 
Authorized 8,000,000 shares 
Issued and outstanding 3,555,568 shares 


Capital surplus 
Accumulated (deficit) (Note 11) 
Total shareholders’ equity (deficit) 
Total liabilities and shareholders’ equity (deficit) 


March 31, 
. 1972 


(unaudited) 


December 31, 


#8 


(in thousands of dollars) 


$ 587 
159 
1,237 


$ 1,983 


$ 16,008 


$16,724 


2,394 


$ 22,673 
983 
(36,787) 
$ (13,151) 


The accompanying notes are an integral part of this statement. 


$ 541 

179 
__1,026 
$ 1,746 


3,555 

$ 22,673 
983 

(36, 649) 


$ (12,993) 


THE CURTIS PUBLISHING COMPANY 


(Parent Company) 
STATEMENT OF OPERATIONS 


The statement of operc IS 
ended December 31, 1971, has »cen examined b 
et forth in their report (wherein they are unabl 
ments of operations for the two years ended December $1. 


y Arthur Andersen & Co., independent 


1972 and 1971, have not been examined by independent public accountants, but, 
e all adjustments, consisting only of normal recurring adjustments, nec 
operations for the periods. 


statements and related notes thereto, 


Company includ 


ults of 


he rec 


(ne re 


Parent Company, contained elsewhere herein. 


Three Months Ended 
March 31, — 
1971 


Years Ended December 31, 
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of The Curtis Publishing Company (parent company) for the three years 


public accountants, as 


е to render en opinion) included elsewhere herein. The state- 
1968 and for the three months ended March 31 


in the opinion of the 
essary to present fairly 


The statements should be read in conjunction with the financial 
and with the Notes to Statements of Operations, Consolidated and 


1972 1971 — <1 _1970 __ 1969 1968 1967 
(unaudited) (in thousands of dollars) (unaudited) 
Net reven 
Net revenues from discontinued 
operations. (Note b} $ — $ - $ — $ — $ 20,790 $ 91,682 $108,478 
Royalty income. etc E 19 — c vM EE سے‎ o вн маг... 
` $ 15 $ $ 139 $ — $ 20,790 $ 91,682 $108,478 
( t and pens 
Production and delivery before 
depreciation $ $ $ 5 - $ 22,492 $ 74,746 $ 81,893 
Selling, испега and 
administrative ........ : 85 232 741 1,286 4,635 28,993 31,359 
Reduction of reserves (Note f) — (1,248) (800) — س‎ — 
: Depreciation = 2 3 1,209 2,398 2,298 
w Interest, net 105 107 377 ENEN- .. 808 __ 2,379 ___ 2,100 
ii $190 — $339  $ (128) $1074 $ 29,144 $108,516 $117,650 
d Income (loss) 
$ Before income (loss) of 
{ subsidiaries and before 
Rie extraorcinarv charges or 
Vt credits TN $(175) $(339) $ 267 $(1,074) $ (8,354) $(16,834) $ (9,172) 
. From operations of The Saturday 
Evening Post Company 
(Note à) — -- — — (1,604) — 
Of subsidiaries (including 
extraordinary items—$215,000 
credit in 1971, $25,00€ credit 
in 1976, snd а net charge of 
$2,109,000 in 1969 (Notes 
c and c) 37 35 (952) (1,828) _ (4,892) = 2099 __ 4,333 
{лсо ‚) before 
y items of 
p puny $( 138) $(304) $ (685) $(2,902) $(13,246) $(18,282) $ (4,839) 
t “ип ia et (Note 
ай — 2,929 2,892 (6,187) . (2,603) _ —_ 
me (loss) $(134) $(304) $2244 $ (10) $(19,433) $020,886) $ (4,839) 


The accompanying notes are an integral part of this statement. 
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(Parent Company) 
STATEMENT OF CHANGES IN FINANCIAL POSITION 


Three Montis 


Ended _Years Ended December 31, oe 
Merch 31, 1972 1971 1970 1969 
(unaudited) (in thousands of dollars) 


Source: 
Net income (loss) (including extraordi- 
nary items but excluding income or loss 
of subsidiaries) .. VARI $ (175) $ 5,196 $ 1,818 $ (14.541) 
Add (deduct) items not affecting work- 
ing capital— 


Depreciation. .....+.... i — 2 3 1,209 
Obsolesence provision Dd — س‎ эу 4,800 
Debenture interest Ре 112 449 598 598 
Provision (reversal) of provision for 

future losses on home office lease — سس‎ (1,636) 1,500 
Gain on the purchase of debentures, 

including interest : — (2,629) ЕЕ — 


Gain on the curtailment of THE 
SATURDAY EVENING POST 


circulation кыыс A — — (975) (5,688) 
Decreasc in subscriptions paid in ad- 

vance, net Г os . (58) _ 2 293) (620) (435) 

$ (121) $ 725 $ (512) $ (10,557) 


Proceeds from sales of property and 
equipment, less expenses and extraor 


dinary credit in. 1970 : — — 9,821 4,71 
Excess pension plan funding recovered — س‎ 968 2,66 
Reversal of reserve for income tax con- 

tingencies — 2,000 — -— 


Increase (decrease) in other long-term 


abilities, elo. а алина Ue (279) 308 (867) (2,170) 
Decrease in investments and utilization of 
obsolesence reserve Lope у С — — — 1.760 
Decrease in payables due subsidiaries a 
a result of dissolution . | CRIME" — .. 10,798 _ — س‎ 
$ (400) $ 13,831 $ 9,110 $ (1,586) 4 
Application. 
Federal income tax settlement ........ $ — $ — $ 3,600 $ — 
Increase (decrease) of other assets i (313) 318 (171) 113) 
Additions to property and equipment .. — 7 -— o9 
Funds paid and to pe paid in connection 
with purchase of debentures 4 - 489 — — 
Increase (decrease) in working capital . . (87) 13,017 | 5,681 (1,542) 
$ (400) $ 15,851 $ 9.110 $ (1,586) 


(continued on next page) 
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(Parent Company) 
STATEMENT OF CHANGES IN FINANCIAL POSITION (Continued) 


__Increase (Decrease) 


Three Months i __ Years Ending December 31, 
March 31, 1972 1971 1970 1969 
(unaudited) (in thousands of dollars) 
Changes In Working Capital 
Current Assets: 
ыо WA. CORN IAM: ЖЕРГЕ $ 35 $ (1,069) $ 891 $ (758) 
Funds in escrow ..... Ls ql RUE 33 (5,600) 4,862 738 
Notes and accounts receivable . Peete (13) 107 (3,464) (2,973) 
Marketable securities ............ A — (20) — 50 
Inventories ....... ^ б мү teas күге | — — (119) (3,984) 
Prepaid expenses ...... ERS TS — (5) (61) (359) 
Dus Trott subsidiary ..............-› ._ 709 ___1,878 —__ — 
$ 150 $ (4,709) $ 2,109 $ (7,286) 


Current Liabilities: 


Accounts payable .................. $ 46 $ (171) $ (1,620) $ (1,704) 
Notes: payable). 5 66.65 cea Rae ae (20) (88) (1,872) 1,087 
Accrued expenses ......... ote east 211 (1,112) (2,252) 385 
Due to subsidiaries ............ Aras — (9,355) (1,628) (5,512) 
Federal income taxes payable ......... — (5,000) 5,000 -—- 
Reserve for income tax contingencies ... س‎ _ (2,000) _(1,200) — 

$ 237 $(17,726) — $G,72 $ (5,744) 


Increase (decrease) іп working 
Оаа АТА Тр, vo О. QU $ 13,017 $ 5,681 $ (1,542) 


The accompanying notes arc an integral part of this statement 
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NOTES TO PARENT COMPANY AND CONSOLIDATED FINANCIAL STATEMENTS 


(1) Basis of Consolidation and Company’: Operations. 

The Consolidated financial statements include the accounts of The Curtis Publishing Company and its 
subsidiaries, ali of which are wholly-owned and accounted for on thu equity basis. Intercompany balances 
and transactions have been eliminated. 

The Company’s printing plant and paper mill were closed in 1969. This resulted in the discontinuance of 
all operating revenues of the parent company. The continuing operations discussed in the subsequent paragraph 
pertain to the Company’s subsidiary, The Saturday Evening Post Company. 

The net revenues of the continuing operations as of December 31, 1971, consisting of eight issues of 
HOLIDAY. twelve issues of JACK AND JILL, and three issues of the new quarterly, THE SATURDAY 
EVENING POST magazines, were $5,700,000. In 1970, the revenues from continuing operations were 
$6,700,600 which included nine issues of HOLIDAY and thirteen issues of JACK AND JILL magazines. The 
net revenues for the three months ended March 31, 1972, consisting of two issues of HOLIDAY, three issues 
of JACK AND JILL, and one issue of THE SATURDAY EVENING POST magazines, were $1,646,000. 


The Company's continuing operations, the new quarterly, THF SATURDAY EVENING POST, HOLI- 
DAY and JACK AND JILL magazines, incurred operating losses of approximately $1,700,000 in 1970, 
$1,200,000 in 1971, and an operating profit of $37,000 for the three months ended March 31, 1972. Such 
operating profits and losses are before corporate expenses not directly allocable to the operations of these 
magazines. See Note 9 for management services rendered by Review Publishing Co., Inc. 


(2) Printing Plant and Paper Mill. 

At December 31, 1968, it was anticipated that the Company’s printing plant (Sharon Hill} and paper 
mill (Johnsonburg) operations would operate at a considerable loss if substantial other business was not 
obtained to replace the loss of major contracts. In order to reduce the book value of such assets to an amount 
more closely reflecting their market values, management provided an arbitrary allowance for obsolesence of 
$20,000,000 at December 31, 1968, and subsequently increased this allowance by an additional $4,800,000 as 
of December 31, 1969. 

In August 1969, the Company sold its paper mill (New York & Pennsylvania Co., Inc.) and commercial 
printing operations (including the Packard Press, Inc.) for approximately $5,000,000. These sales resulted in 
a loss of $12,300,090 which was charged against the obsolescence reserve. See Note 3 regarding final settlement 
on purchase price. 

The closing of the printing plant (Sharon Hill) resulted in the Company incurring a severance and 
vacation pay liability of approximately $2,700,000; substantially all of which has been paid by December 31, 
1971. 

At December 31, 1969, the sale of the Company’s land and buildings of its printing plant (Sharon Hill) 
and other equipment, was anticipated. The book values of the land, building and machinery and equipment 
as of December 31, 1969, were therefore reduced to reflect the approximate net proceeds from the anticipated 
sales. 

In 1970, the Company sold the land and buildings of its printing plant (Sharon Hili) to General Electric 
Company for $9,250,000 before expenses. The Company also sold printing equipment and furniture and 
fixtures for approximately $1,900,000. Net proceeds from the sales cxceeded the estimated realizable values 
and accrued expenses recorded at December 31, 1969, by approximately $281,000, which had been recorded 
as an extraordinary credit in 1970. Of the net cash proceeds ($11,150,000 net of $1,200,000 of expenses) 
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$7,200,000 was placed in escrow for Federal income tax assessments which were subsequently settled for 
approximately $5,000,000 (see Note 3). In addition approximately $1,7: ^ 000 was paid to satisfy equipment 
notes payable and the remainder of the cash procceds was retained by te Company for its generai use. 


The remaining property, after other minor sales of property, consists primarily of office furniture and 
equipment with a net book value of $95,000 and $89,000 at December 31, 1971 and March 31, 1972, 
respectively 


(3) Commitments and Contingencies. 


(a) On October 13, 1969, the Federal Trade Commission (FTC) filed a complaint that the Company, 
during the cutback and the final discontinuance of THE SATURDAY EVENING POST in early 1969, should 
not only have provided the former subscribers with an opportunity to transfer their subscriptions to other 
magazines but also have advised them of their right to a refund. The FTC complaint sought an order which 
would require Curtis now to offer cash refunds for the uncompleted portions of any subscriptions and sought 
to compel Curtis to advise all of its former subscribers of their alleged right to a refund. The potential liability 
was estimated to be in excess of $20,000,000 if all POST subscribers were to receive cash refunds. The 
Company contested the FTC’s complaint, on the grounds, inter alia, that the FTC does not have jurisdiction 
to make such an order. On October 23, 1970, the hearing examiner filed an initial decision dismissing the 
complaint. An appeal to the FTC was filed by complaint counsel. 


On June 30, 1971 the FTC issued a final order dismissing its complaint. 


There is pending, a private class action to compel cash refunds to all former subscribers. Because no 
discovery has taken place in this pending action, the Company is unable to estimate the potential liability 
which would result from an adverse judgment in this action. 


(b) The Company reached an agreement in July 1971 with the purchaser of New York and Pennsylvania 
Co., Inc. (a subsidiary sold in 1969), whereby the · maining purchase price and other items were settled 
for $700,000. The amount is payable in four quarterly principal installments of $105,000, of which the first 
was received in December 1971, and the remainder of $280,000 is payable on January 1, 1973. Under an 
agreement discussed in Note 8, 25% of the proceeds will be placed in escrow for payment of settlement costs. 
See Note (19) for iecent developments. 


(c) Income taxes 

1. Federal income tax deficiencies of $5,916,000 (before interest) were filed in 1968 against two 
former subsidiaries relating primarily to matters involving intercompany charges. In 1969, these sub- 
sidiaries filed petitions with the Tax Court contesting the deficiencies. In October 1970, settlement was 
reached with the Internal Revenue Service whereby the deficiencies were removed by payment of 
$5,585,000 in taxes and $1,685,000 in interest, such payment being made in early 1971. 


The Company in 1970 had recorded a total of $5,000,000 as Federal income tax assessment 
payable, charging $1,200,000 to the reserve for income tax contingencies, $200,000 representing 1970 
interest as a current operating expense and $3,600,000 as a charge to accumulated deficit. 


2. A reserve of $2,000,000 (all of which was provided in prior years) had been made for income 
tax contingencies. In. 1971. management determined that this reserve was no longer deemed necessary 
and the entire reserve was credited against retained earnings (deficit). 
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NOTES TO PARENT COMPANY AND CONSOLIDATED FINANCIAL STATEMENTS (Continued) 


3. Tax loss carryforwards: 


Based upon the tax returns, as filed or to be filed, the Company’s net operating losses would 


expire as follows: 
ТРТ AU ee э ЖА $ 9,500,000 
MEN Soo wiihe wie Раа 4,600,000 
1, РОЗА 19,000,000 
PERRO OP rash t sc Th PES 3,300,000 
IB LC uw Keo OES OS 3,000,000 


The Company's Federal income tax returns for 1963 and all subsequent years are subject to 
audit by the Internal Revenue Service and the net operating loss carryforwards could therefore be 
subject to significant change. The utilization of the above net operating loss carryforwards is also 
subject to the Company's ability to generate taxable income of the types and in the amounts necessary 
to utilize such carryforwards prior to the above years of expiration. 


(d) The Company is normally subject to, and now has pending against it, a number of libel and right- 
of-privacy actions. Historically, and at present, damages claimed in many of such suits are substantial and 
unrelated to any amounts which the plaintiffs could be expected to recover. Except for one settlement for 
$510,000, the largest payment made by the Company in the last 15 years to any plaintiff in a libel or right-of- 
privacy suit was $100,000. 


In 1970 and 1971, the Company was able to reduce significantly the number of such suits through 
settlements and dismissals. It is the opinion of the Company and counsel that the remaining such suits will 
not have a material adverse effect upon the business or financial position of the Company. 


(e) On March 17, 1971, the Company obtained a special injunction against a former officer and director 
of the Company restraining hirn from bringing a threatened action seeking liquidation of the Company. In 
June 1971, this matter was settled (see Note 8). 


(f) The Company is a party to miscellaneous other actions and claims. These claims or actions could 
have a material adverse effect upon the business or financial position of the Company. If all of such actions 
and claims were decided adversely to the Company, the Company's liability could be in excess of $5,000,000. 


(g) Sce Note 15 in connection with expected liquidating payment of the SEPCO pension trust. See 
Note 7 for lease obligations. See Note 11 in reference to contingent dividends on Prior Preferred Stock. 
See Note 10 in reference to settlement agreement and arbitration agreement with Cadence. See Note 5 in 
reference to the purchase of Lin Broadcasting Corp. common stock. 


(4) Accounts Receivable. 


In accordance with trade practice, the unpaid portion of paid-during-service subscription contracts at 
December 51, 1971 and March 31, 1972, has been included in current assets. These accounts are payable 
primarily in monthly installments of up to 36 months. It is not practicable to state the amounts not realizable 

¢ 


within one year. Such items aggregated (before reserves for allowances), $425,000 at December 31, 1971 
and $345,000 at March 31, 1972. 
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(5) Marketable Securities. 


З8ца 
ATEMENTS (Continued) 


On january 9, 1969, The Saturday Evening Post Company purchased 79,511 shares of Lin Broadcasting 
Corp. common stock for $44 a share. The quoted market price on that date was $30 per share. At December 
31, 1969, the investment was written down by $2,975,000 to $700,000, to reflect the approximate quoted 
market value. In 1971, the Company sold the 79,511 shares for approximately $915,000, and the resulting 


gain of $215,000 was recorded as an extraordinary credit. 


The Saturday Evening Post Company has instituted proceedings to, inter alia, rescind said purchase 
and to recover said purchase price from the seller on the basis of alleged misrepresentations by the seller at 
the time of the purchase. The seller has filed a counterclaim requesting judgment requiring the Company to 


indemnify him against all claims made in certain class actions against him. In the opinion of the Company 
and counsel, the counterclaim is without пеги See **Litigation—Holiday Publishing Company v. Frederic 
Gregg, Jr., Lin Broadcasting Corporation, Joel M Thrope, Clyde W. Clifford, Peter J. Solomon, David Steine 


a Thomas [. Unterberg, U.S.D.C.S.D.N.Y „ 69 Civ. 1808". 


(6) Property, Plant and Equipment. 
Consolidated: 
Property and equipment at March 31, 1972 and December 51, 1971 
comprises: 


Assets—at cost 
Land 
Office furniture and equipment 


Less—Accumulated depreciation 


Parent Company: 
Property and equipment at March 31, 1972 and December 31, 1971 
comprises: 


Assets—at cost: 


Land ..... A E БУЫНА Ка Ж 
Office furniture and equipment 


Less—Accumulated depreciation 
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March 31, 


$ 3,000 
253,000 
$256,000 
(167,000) 
$ 89,000 


March 31, 


__ (8,000) 
$ 12,000 


December 31, 
1971 


$ 3,000 
_ 0 
$256,000 
(161,000) 
$ 95,000 


December 31, 


$ 3,000 
17,000 
$ 20,000 
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The average effective rates of depreciation vary from 496 to 1096 applied on a straight-line basis. 


The cost cf assets and related accumulated depreciation are removed from the accounts at the time of 
retirement or when otherwise disposed. Profit or loss, if any, is recorded in the income accounts. Expenditures 
for maintenance and repairs are charged to the income accounts; major improvements and betterments are 
capitalized and depreciated over the respective lives of :he improved asset. 


(7) Lease Obligations. 


The Company provided a reserve of $1,514,000 in 1968 for estimated future losses representing the 
excess of its home office lease obligations over anticipated utilization and income from sublessees. In 1969, 
the Company provided an additional $2,500,000 for such possible future losses end had a reserve of 
$3,300,000 covering the entire home office lease obligation for the unused space as of December 31, 1969. 


During 1970, the Company entered into a termination agreement with the lessor, under which the lease 
was terminated effective July 51, 1970. The reversal of the remaining reserve of $1,636,000, after lump sum 
settlement payment, amortization, and expenses, was recorded as an extraordinary credit. 


The Company has remaining lease obligations, primarily for sales offices, with aggregate annual rentals 
as follows: 


1972 (9 months) \ $39,000 
1973 4 ics | 20,000 
1974 through 1982 : 19,000 


In addition the Company has arrangements with Review Publishing Co., Inc. for rental of space and 
other facilities (see Note 9). 


(8) Purchase of 6% Subordinated Income Debentures. 


On June 22, 1971, the Company acquired $2,485,000 principal amount, plus accrued interest, of its 6% 
Subordinated Income Debentures due 1986 from a former director and officer as part of the settlement of certain 
litigation (see Note 3e). The settlement also provided for, among other things, that the former officer was 
appointed special counsel for the Company in two inatters involving claims by the Company against third 
parties. In addition, the settlement also involves an obligation of the Company to pay another party $161,000 
on or before March 31, 1974. The resulting gain, net of expenses and payments due under the settlement 
agreement, was $2,629,000 which has been recorded as an extraordinary credit in 1971. 


(9) Business With Review Publishing Co., Inc. 


In 1970 and early 1971, the Company entered into various agreements with Review Publishing Co., 
Inc. (Review) and with Review's president and sole shareholder Mr. Beurt R. SerVaas, who is also the 
chairman of the board and president and a shareholder of the Company. These agreements provide, among 
other things, that: 


(a) Review is to provide management services to The Saturday Evening Post Company (a wholly- 
owned subsidiary) in connection with the publication of HOLIDAY and JACK AND JILL magazines for 
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a period of three years commencing July 1, 1970, and ending June 30, 1975, for an annual fee of $50,000 
(of which $25,000 was charged in 1970 and $50,000 in 1971), with a provision that if the magazines 
show an operating profit during the period July 1, 1972 to June 30, 1973, Review has the right to renew 
the agreement for an additional three-year period ending June 30, 1976. This agreement has been amended 
to provide managemeat service: in connection with the new magazine THE SATURDAY EVENING 
POST. The annual fee was 1 nanged as a result of the amendment. 


(b) Review will provide subscription accounting and customer service functions for both HOLIDAY 
and JACK AND JILL at an annual estimated cost of approximately $120,000 (of which $38,000 was 
charged in 1970 and $120,000 in 1971). 


(c) Cost allocation between the two companies for rent (paid to an affiliate of Review) and supplies 
and the cost of services performed by Review personnel on the premises of Review in Indianapolis, 
Indiana were approximately $11,000 in 1970 and $153,000 including rent and related occupancy cost 
of $55,000 in 1971. 


(d) In 1970 the Company entered into an employment agrzement with Mr. Beurt R. SerVaas under 
which the Company agreed to employ Mr. SerVaas in an executive capacity for a period of three years 
^ commencing July 1, 1970, and ending June 30, 1975, with compensation at the rate of $50,000 a year 
and with reimbursement for expenses. 


(e) See Note 18 for plan of acquisition of Review and related items. 


(10) Transactions Under Settlement Agreement. 


Under the terms of an agreement, dated November 26, 1969, claims were settled among The Curtis 
Publishing Company (Curtis), The Saturday Evening Post Company (SEPCO), Cadence Industries Corpora- 
tion, (formerly Perfect Film & Chemical Corporation) and certain individuals. The major terms were as 
follows: 


1. Curtis acquired operating control of SEPCO. 


2. The assets taken over by Cadence in 1968 to secure payment of indebtedness were returned to 
Curtis except for property converted to cash which had been credited to Curtis' account, and except for 
certain notes (approximately $395,000) due from franchise holders which were purchased by Cadence 
at face value. 


5. Cadence retained the circulation and subscription companies and other assets which had been 
transferred by agreement dated June 29, 1968. The final fair and equitable price for these assets and the 
credit to be given to Cadence for previous consideration paid, if any, was to be determined by a panel 
of arbitrators. The arbitration hearings were concluded in the beginning of 1971, and Curtis was awarded 
$500,000 by the arbitration panel. Curtis appealed, but in early 1972 withdrew its suit and recorded 
the $300,000 additional purchase proceeds as an extraordinary credit in 1971. 


(11) Capital Stock and Deficit. 


The Company was in arrears in payment of cumulative dividends on Prior Preferred Stock inciuding the 
dividends accruing January 1 and April 1, 1972, as follows: 
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Р March 31, 1972 
Per Share Total 


December 31, 1971 
Per Share Total – 
$4 Dividend series $3 cumulative $30.00 $10,034,100 $29.25 $ 9,783,247 
$1.60 Dividend series $.60 cumulative 6.00 . 1,436,508 5.85 1,400,595 
$11,470,608 $11,183,842 


The $4 and $1.60 Dividen Series Prior Preferred Stocks are callable on the first day of г caiendar 
quarter with 30 days notice at $75 and $25 per share, respectively, plus accrued dividends. In the event of 
liquidation, the $+ and $1.60 Dividend Series Prior Preferred Sto k have preference rights of $65 and $25 
per share, respectively, plus accrued dividends. The aggregate preferences of Prior Preferred Stock in liquida- 
tion amounted to $38,910,000 at December 31, 1971 and $39.197,000 at March 31, 1972. Accordingly, no 
payments іп li,uidation may be made on the Common Stock until ‘he preferred shareholders are paid that 
amount. There are two suits pending seeking to compel the accrual and/or payment of contingent dividends 
for the years 1965 ard 1966 


Under the Company's Qualified Stock Option Incentive Plan, as amended in 1964, stock options are 
generally exercisable cumulatively as to 2096 of such shares in each of the five years following the date of 
grant. Options granted under the original plan are exercisable uatil ten years following the date of grant. No 
options were granted during 1972 and 1971, and none were outstanding as of December 31, 1971 and 
March 31, 1972. A maximum of 226,267 shares of Common Stock are reserved for issuance under the original 
and amended plans. 


In 1962, a former executive was granted options outside the plan for 20,000 shares of common stock at 

$6.52 per share. Such options are exercisable to October 15, 1972, and none was exercised in 1972 and 1971. 
Details of options outstanding are: 

ee.  . SEES 

Shares .. Option Price — . Market Value — 


Under "Per З Рет 
Date of Grant Option Share Total Share Total 


October 15, 1962 ..... "e 20,000 $6.32 $126,000 $7.38 $148,000 
Кеѓегслсе is made to Note 18 regarding proposed plan of recapitalization and acquisition. 


(12) Agreement With Noteholders of SEPCO. 


On November 26, 1969, the Company, Cadence Industries Corporation (Cadence) (formerly Perfect 
Film & Chemical Corporation) and SEPCO Noteholders reached an agreement under which notes which 
aggregated $10,000,000 were cancelled in consideration for the payment of $8,500,000. As of December 31, 
1969, Cu had paid $7,000,000 to the Noteholders, and the remaining $1,500,000 (held in escrow) was 
paid in 1970. The resulting gain, net of unamortized debt expense, of $1,202,000 had been recorded as an 
extraordinary item by the Company in 1969. In addition, accrued interest of $385,000 on such notes was 
cancelled. 


(13) Pension Plan. 


In 1968, the Company’s Board of Directors authorized the transfer to the Company of $6,080,000 of the 
actuariaily computed excess of funding of the Curtis Pension Plan over the accrued liabilities to covered 
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employees in anticipation of the early termination of the Plan. This amount was recorded as a decrease in 
accumulated deficit in 1968, since it was not practicable to identify the excess with specific prior periods. 


The Curtis Pension Plan was not actually terminated until December 31, 1969. As of that date, the 
remaining empioyees of the Company were transferred to employment with the Saturday Evening Post 
Company, which assumed the pension liability allocable to such employees, and the Board of Directors 
authorized a transfer of funds from the Curtis Pension Trust to the SEPCO Pension Trust in an amount 
sufficient to fully fund the accrued liabilities to such employees. 


The Trustees also transferred to a separate pension trust amounts representing the portion of the Pension 
Fund allocable to the former employees of the Company who were transferred to the circulation and subscrip- 
tion companies (which companies are owned by Cadence Industries Corporation, formerly Perfect Film & 
Chemical Corporation) . 


After completion of transfers to the trusts noted, and payment of expenses of the Curtis Pension Plan 
and Trust, the Company’s Board of Directors authorized the Pension Trustees to pay to the Company all 
remaining assets of the Pension Plan. Based on actuarial review as of December 31, 1969, it was anticipated 
that the remaining assets would be no less than $8,745,000, which amount had been recorded by the Company 
as a decrease in accumulated deficit: $6,080,000 in 1968 and $2,665,000 in 1969. (Pending completion of all 
the purchases, transfers and payments previously noted, at December 31, 1969, promissory notes were issued 
for the $2,665,000 which was represented by $500,000 cash received in December, 1969, and $2,165,000 
duc from the Pension Fund for which cash was received in January through March, 1970). Subsequently, a 
final determination was made of the excess funding and liquidating payments of $968,000 were made to the 
Company, which amount has also been recorded as a decrease in accumulated deficit in 1970. 


Effective December 31, 1970, the SEPCO Pension Trust was terminated, and the Board of Directors 
authorized tne Trustees to provide for the accrued benefits of eligible employees, and to refund to the Company 
any balance remaining. As of December 31, 1971, $125,000 has been refunded to the Company. A final 
liquidating payment of approximately $50,000 is anticipated but has not been recorded. 


After the above liquidation, there are no other Company pension plans. 


(14) Net Deferred Credit Relating to THE SATURDAY EVENING POST. 

Under a May 1968 agreement, certain subscribers were offered other magazines. When the publication 
of THE SATURDAY EVENING POST was discontinued with the February 8, 1969 issue, subscribers at 
that time also were offered other magazines. To the extent that subscribers accepted other magazines, the 
Company recorded as extraordinary income items, amounts of $3,688,000 in 1969 and $703,000 in 1968, 
which represented the excess of the deferred credit of the subscription selling price less deferred commission 
and other costs. 


In 1970, the Company was informed that the substitution program was completed, and the Company 
recorded the remaining net deferred credit of $1,000,000 as an extraordinary credit. 


(15) Subscriptions Paid in Advance, Net. 


In November, 1968, Curtis transferred the assets applicable to three magazines—THE SATURDAY 
EVENING POST, HOLIDAY and STATUS—to a subsidiary. The unamortized aggregate subscription selling 
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price, less deferred commissions remained on the books of Curtis. As of January 1, 1969, Curtis also trans- 
ferred the assets of JACK AND JILL to the subsidiary and ret iined the subscriptions paid in advance, net. 
р, } 


The subsidiary, by delivering magazines for the Parent, receives credit from 'arent for subscriptions 
fulfilled. During 1971 and 1972, credits received were approximately $293,000 а ч $58,000, respectively. 


(16) Accrued Expenses and Other Liabilities. 


Accrued expenses consist of the following: 


March 31, 197 i _ December 31, 1971 


Parent Parent 
Consolidated Company Consolidated Company 
(in thousands of dollars) 
(unaudited) 
Payroll 
Legal and accounting 
Reserve for collection and other expenses 
related to disputed claims settled 
(Note 8) 28 105 
Interest 32 
Miscellaneous taxes, etc 35 370 
Severance and deferred compensation 254 
Reserve for moving expenses Р | 21 21 
Other 190 8i 


$1,211 $1,026 


Other liabilities consist of the following — 
Settlement costs (Note 8) 
Other 


Severance and deferred compensation 
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(17) Supplementary Profit and Loss Information: 


E Consolidated Parent Company 
Charged to Charged to Charged to С NM TI 
Production Selling, Production 
and Genera! and and General and 
Delivery Administrative Delivery Administrative 
. Expense — Expense Tota! Expense Expense Total 
Б (in thousands of dollars) 
MAINTENANCE AND REPAIRS 
Year ended December 31, 1969 $ 872 $233 $1,105 $258 $212 $470 
Year ended December 31, 1970 - 25 25 16 16 
Year ended December 31, 1971 7 7 на и — 
Three months ended March 31, 1972 1 1 => на ome 
DEPRECIATION 
Year ended December 31, 1969 1,223 566 1,789 672 550 1,222 
Year ended December 31, 1970 13 13 = 3 3 
Year ended December 31, 1971 - 23 23 2 2 
Three months ended March 31, 1972 - 6 6 = e in 
TAXES 
Payroll 
ear ended December 31, 1969 ; 466 122 588 447 50 497 
Year ended December 31, 1970 ( - 80 80 и 31 31 
Year ended December 31, 1971 7 50 57 - 8 8 
Three months ended March 31, 1972 . 2 ` و‎ 15 — 1 1 
Property 
ear ended December 31, 1969 254 189 443 191 188 379 
Year ended December 31, 1970 K K 1 1 
Year ended December 31, 1971 - 4 4 " a n 
Three months ended March 31, 1972 — - — س س‎ om 
Franchise and Other 
Year ended December 31, 1969 46 46 29 29 
Year ended December 31, 1970 24 24 10 10 
Year ended December 31, 1971 6 6 6 6 
Three months ended March 31, 1972 А 
RENT 
Year ended December 31, 1969 124 523 647 92 219 311 
Year ended December 31, 1970 333 42 42 
Year ended December 31, 1971 180 180 36 36 
Three months ended March 31, 1972 38 38 2 2 
ROYALTIES 
Year ended December 31, 1969 - 
Year ended December 31, 1970 _ -— — 
Year ended December 31, 1971 -— -— - 
Three months ended March 31, 1972 —- — -— -— 
MANAGEMENT FEES 
Year ended December 31, 1969 - 183 183 - — — 
Year ended December 31, 1970 23 23 = " -— 
Year ended December 31. 1971 — 50 50 — — — 
Three months ended Marc 31. 1972 13 13 — سے‎ — 


(18) Plan of Recapitalization and Acquisition. 

The Board of Directors approved in January, 1972 a plan of recapitalization whereunder the 696 
Subordinated Income Debentures, due 1986, the $4.00 Dividend Preferred stock, the $1.60 Dividend Preferred 
stock and the old common stock will be exchanged, reclassified and converted into new common stock. Part of 
the plan is also the acquisition of Review Publishing Co., Inc. for new common stock. (Sec Note 9 as to 
business with Review). In addition Curtis has elected, as part of the plan, to exercise its option to acquire 
$1,030,000 of 695 Subordinated Income Debentures from Mr. Beurt R. SerVaas, President of Curtis and 
Revicw, at his cost of $82,400, plus interest from the respective dates on which he purchased the debentures. 
If the plan is not adopted by thc required number of shareholders and debenture holders none of the above 
events will take place 
(19) Subsequent Non-reccipt of Installment Payment Due, 

The quarterly installment of $105,000 due July 1, 1972, from Penntech Papers, Inc. (sce “Recent 
Devclopments — Disposition of Assets-—Paper Mill") has net Беси paid. 


REPORT OF INDEPENDENT ACCOUNTANTS 


SerVaas, Inc 


Indianapolis, Indiana 


We have examined the consolidated balance sheet of Review Publishing Co., Inc. (a wholly-owned 
subsidiary ot SerVaas, Inc.) and sul idiary as of July 31, 1971, and the related statements of consolidated 
Operations and retained-earnings deficit for the four years and nine months then ended, and changes in 
consolidated financial position for the three years then ended. Our examination was made in accordance with 
generally accepted auditing standards, and accordingly included such tests of the accounting records and suck; 
other auditing procedures as we considered necessary in the circumstances. 


In our opinion, the accompanying balance sheet and statements of operations and retained-earnings 
deficit and changes in financial position рг t fairly the consolidated financial position of Review Publishing 
Co., Inc. and subsidiary at July 31, 1971, and the consolidated results of their operations for the four years 
ard nine months then ended, and changes in consolidated financial position ‘or the three years then ended, in 
conformity with generally accepted accounting principles applied on a consistent basis 


ERNST & ERNST 
Indianapolis, Indiana 


November 2, 1971, except as to the last entence of 
Note F for which the date is March 24, 1972 


REVIEW PUBLISHING CO., INC. AND SUBSIDIARY 
CONSOLIDATED BALANCE SHEET 


ASSETS 
March 31, 
"E. um 
(Unaudited) 
CURRENT ASSETS 
ERN Uh shed ei Lad ORS ОТО ЕГО ee СТ V Do E Eas A, $ 62,174 
Trade accounts receivable, less allowance of $5,000 .................. 164,444 
ДЕРИ ИНСОИ SUE Кена coco ahi Vat euis eei 6,178 
ТИШЕ ИЛИШ CLS ERO а ни PLAT _140,307 
ЖОР CURRENT ASSRES. езж еви ед» iR acere Vom 375,103 
OTHER ASSETS 
Notes and accounts receivable from affiliates ................. SEN 68,905 
Publishing rights and goodwili — at cost, less 
еи СОЕ ОНРО РОО N oe E 50А Pi 114,442 
КАШУ Lau POY E ni FOOL TS E de METIRI 45157 
ТОТАШ OTHRR ABSETS- ous E Ыс жыга TC EE ER 184,502 
PROPERTY AND EQUIPMENT—on the basis of cost—Notes C and D 
DE iu eesti уг ОРАР РАСУЛЕВА Оо HEROS STORE -0- 
ЛИШИ SIO ic PRI TE COH SIE Be npe aedi ОС КЕТА -0- 
ооо о ооо о 1. T LIC opus rese» E ed oer e АКЫН f 7,289 
REDDE cotum ee NEE PES а AE N O ETIE E ORA 151,454 
Allowances for depreciation (deduction) ............ quet Р AL ы _ (46,444) 
TOTAL PROPERTY AND EQUIPMENT ................... 112,299 
$669,90 


See notes to consolidated financial statements. 
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July 31, 
_1971_ 


$ 84,978 
160,480 
1,943 
85,633 
333,034 


109,887 


116,856 


227,906 


11472 
83,907 
7,289 
97,861 
_(78,614) 


$682,855 


REVIEW PUBLISHING CO., INC. AND SUBSIDIARY 


CONSOLIDATED BALANCE SHEET 


LIABILITIES 
March 31, July 31, 
__1972 1971__ 
(Unaudited) 
CURRENT LIABILITIES 
PURER! с с су бозу нк ГРС а ETE S AS $100,000 $ -0- 
TREC ур о МО OS) “С no Re Ly КАЛАР 148,579 202,134 
ОГНОО ЗОВЕ MEME DONONEÉ Т. : оо oho beak bok Кулус А -0- 5,406 
Payroll taxes and amounts withheld from payrolls ................... 3,208 2,059 
Accrued gross income tax, property tax, and interest ............... й 10,184 7,173 
аа аат: о О Rates EE RP UE. dis 25,000 -0- 
Payments due within one year on long-term debt .................... 131,147 28,799 
TOTAL CURRENT LIABILITIBS. оао еа 418,118 243,571 
LONG-TERM DEBT — less portion classified as a 
АМА аА е a МОЛА ores Ue ену жуз» ЫЕ a s wee 84,647 187,850 
UNEARNED SUBSCRIPTION INCOME net of 
deferred commission expenses—Note E ............................ 564,966 569,251 
SHAREHOLDER'S EQUITY (DEFICIT) 
Common Stock — par value $10.00 a share: 
Authorized 30,000 shares; issued and 
outstanding 100 shares —- Notes D and G ..................... 1,000 1,000 
Additional paid-in capital —Note D ................. PEU Wes 17,618 36,326 
: Retained-earnings deficit (deduction) .... . ee РУ НИХ (416,445) (355,145) 
i TOTAL SHAREHOLDER'S EQUITY (DFFICIT) ............ (397,827) (317,817) 
5669.904 $682,855 


See notes to consolidated financial statements. 
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REVIEW PUBLISHING CO., INC. AND SUBSIDIARY 394a 
STATEMENT OF CONSOLIDATED RETAINED-EARNINGS DEFICIT 


Eight Months 


Ended , 
— 45. Year Ended July 31, Sm iy e 
(Unaudited) — 1971 | 1970 | 1969 1968 July 31, 1967 
Retained-earnings deficit at 
beginning of period $(355,143) $(347,477) $(296,274) $(227,191) $(139,961) $(122,005) 
Net income (loss) Lis (61,302) (7,666) (51203) _ (69.083) (87,230) (17,956) 


Retained-Earnings 
Deficit at End of Period $(416,445) $(355,143) $(347,477) $(296,274) $(227,191) $( 139,961) 


See notes to consolidated financial statements. 


REVIEW PUBLISHING CO., 
STATEMENT OF CHANGES IN CONSOLIDATED FINANCIAL POSITION 


SOURCES OF WORKING CAPITAL 


From operations 
Net income (loss) ...,...... m 
Noncash charges to income for: 
Provision for depreciation vt 
Amortization of publishing rights and goodwill 
Working Capital Provided from 
(Used In) Operations 
Net amount of non-current assets and liabilities 
distributed to parent in March 1972. . 
Increase in unearned income ... 
Long-term borrowings 
Decrease 


notes and accounts receivable from affiliates 
Decrease in sundry other assets 


Long-term debt arising in purchase of business. »5 


USE OF WORKING CAPITAL 


Additions to property and equipment ......... 
Acquisition of publishing rights and goodwill . 


($18,708) 


Increase in notes and accounts receivable from affiliates . . 


Payments and transfers to current liabilities 
of long-term debt 

Decrease in unearned income 

Increase in sundry other assets 


Decrease in amount due to affiliate 


Increase (Decrease) in Working Cupital 


INCREASE 
CAPITAL 
Cash ; 
Trade accounts receivable 
Inventory 
Prepaid expenses 
Notes payable to bank 
Trade accounts payable 


(DECREASE) IN WORKING 
BY COMPONENT 


Accrued salaries and bonuses 
Payroll taxes 
Accrued taxes 
Customer a 
Current maturities on long-t term debt 


unts withheld from payrolls 


interest 


and anx 
and 
advances 


Increase (Decrease) in Working Capital 


Eight Months 


INC. AND SUBSIDIARY 
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Ended 
ЖАЛАШ, I—— 
1972 — 1971. 
(Unaudited) 
$ (61,302) $ (7,666) 
12,165 15,664 
2,414 1,207 
(46,723) 9,205 
-0- -0- 
-0- 76,050 
49,712 7,000 
40,984 -0- 
-0- -0- 
-0-_ 21,489 
43,973 113,744 
53,593 7,819 
-0- 36,203 
-0- 56,613 
120,573 24,799 
4,285 -0- 
-0- -0- 
EC. 586 A 
178,451 : 125,434 
$ 134 478) — $(11,690) 
$ (22,804) $ 18,876 
3,964 61,171 
4,235 (2,678) 
54,674 39,809 
(100,000) -0- 
53,555 (133,387) 
3,406 8,616 
(1,149) 6,363 
(3,011) (1,883) 
(25,000) -0- 
_(102 ) E (8, 577) 
$(134,478) 511,690) 


See notes to consolidated financial statements. 


1906 - 1969 - 
$(51,203) $(69,083) 
12,772 10,827 
___-0- m 
(38,431) (58,256) 
-0- -0- 
151,492 88,206 
20,317 -0- 
-0- -0- 
-0- 118 
SEPE. iem DORR. та 
133,378 30,068 
39,590 10,065 
-0- -0- 
17,751 6,624 
21,367 17,416 
-0- -0- 
291 -0- 
2,500 7,500 
__81,499 .. 41,605 
$ 51,879 $(11,537) 
$ 38,972 $(53,602) 
29,779 3,304 
3,688 (4,113) 
(2,201) 39,704 
-0- ms 
(24,776) 5,549 
3,346 (123) 
(4,075) (1,433) 
238 29 
-0- -0- 
(3,092) (852) 
$ 51,879 $(11,537) 


REVIEW PUBLISHING CO., INC. AND SUBSIDIARY 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


March 31, 1972 (Unaudited) and July 31, 1971 (Audited) 


Note A—Acquisition and Principles of Consolidation. 


On March 19, 1971, the Company acquired all of the outstanding capital stock of Indiana Business 
Magazine, Inc. for cash of $10,900 and notes payable of $21,489. 


The consolidated financial statements include the accounts of this wholly-owned subsidiary since the 
date of acquisition and after elimination of intercompany transactions. The Company uses the equity method 
of accounting for its investment in this subsidiary. The results of operations of this subsidiary prior to August 1, 
1971, were not significant. 


Note B—Publishing Rights and Goodwill. 


Publishing rights and goodwill include amounts paid to stockholders and creditors of predecessor com- 
panies in excess of the amounts ascribed to tangible assets of the acquired businesses. The cost of publishing 
rights and goodwill acquired prior to July 31, 1970, is not being amortized; however, costs of establishing and 
rehabilitating publications have been charged to income as they have been incurred. 


The cost of publishing rights and goodwill acquired in connection with the acquisition described in 
Note A above amounted to $36,202, and is being amortized by the straight-line method over a ten-year 
period. Amortization for the year ended July 31, 1971, amounted to $1,207 and for the eight months ended 
March 31, 1972, was $2,414. 


Note C—Property and Equipment. 


For financial reporting purposes, the Company provides for depreciation and obsolescence of property 
and equipment by annual charges to income c»!.ulated to amortize, on a straight-line basis, the gross carrying 
amounts of the depreciable assets within the estimated useful lives of the various classes of assets. The range 
of principal annual rates used in computing depreciation follows: 


Range 
Buildings T! Y че 62^ 96 


Leasehold improvements m стучи 62^ 96 
Equipment .... od 23 оо e 1096-2996 


Expenditures for maintenance and repairs are charged to income when incurred. Expenditures for 
betterments and major renewals are capitalized. The carrying amounts of major assets sold, retired, or otherwise 
disposed of and the related accumulated depreciation are eliminated from the accounts, and any resulting 
gain or loss is included in income. 


REVIEW PUBLISHING СО., INC. AND SUBSIDIARY 
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March 31, 1972 (Unaudited) and July 31, 1971 (Audited) 


Note D—Long-Te: m Debt. 
Long-term debt is summarized as follows: 


March 31, July 31, 
1972 1971 
Mortgage note payable (6% % ) —due $383 monthly, T Nac 
meme ce OR RENI SER RS «НИИ wt $ — 0 $ 21,486 
Real estate purchase contract payable (6%)—due $250 monthly 
including interest ... . eer ETENE Ате eee Sea —0— 14,453 
Notes payable оп purchase of publishing rights (no interest) — 
due $7,200 ИЧИШ July 17,1973... 3... .....;....... 10,800 14,400 
6% convertible debentures, due $50,000 on December 1, 1972 and 
ih а ылы ыш К 100,000 100,000 
Installment notes payable to bank—due $766 monthly, 
including interest—to in OTE a O esL 16,804 20,303 
Note payable to bank (7% ) —renewed on continual basis ....... 15,000 15,000 
Notes payable to individuals (5%)—due $4,656 annually—to 
NIME tee SOG: Lue Ius 1448 rad cr ЖОЛАК ЖАН 17,705 21,489 
Equipment leasing notes—due at various dates to August 1, 1976 . . 48,485 2,518 
PM REET LS GEN AO E ГУА bl ae EI uo EVA 7,000 7,000 
215,794 216,649 
Less payments due within one NONE S des ce EY i n wed . 131,147 _ 28,799 
1 Lu CIC OA OE е Y MN T ems $ 84,647 $187,850 


The land and buildings owned by ihe Compan; are subject to the real estate contract and mortgage note 
payable. 

The 6% convertible debentures may be redeemed by th: Company in multiples of $1,000 at any time 
for face value plus accrued interest. The convertible feature, which provided the holder the option of con- 
verting the debentures into shares of Common Stock equal té 10% of the issued and outstanding shares at 
the date of conversion, was waived by the debenture holder by agreement dated March 23, 1972. 

On March 10, 1972, the Company distributed land and buildings with a carrying value of $51,044 and 
other assets with a carrying value of $6 less the related mortgage loan and real estate purchase contract debt 
totaling $32,342 to its parent, SerVaas, Inc. 

Based on the March 31, 1972, balances, the aggregate annual principal payments on long-term debt 
for the next five years are approximately as follows: 1975—$131,000; 1974— $22,000: 1975—$18,000; 
1976—$16,000; апа 1977—$2,000. 


Note E—Unearned Magazine Subscription Income. 

Revenues from subscriptions sold are deferred in the accounts and are taken into income proportionately 
over the lives of such subscriptions. Commission expenses of these subscriptions are also deferred and deducted 
from related income over the ycars in which the subscriptions are fulfilled. The nct amounts of $569,251 and 
$564,966 at July 31, 197] and March 31, 1972 respectively are comprised of $2,381.778 and $2,221,806 
of uncarned subscription revenue less $1,812,527 and $1,656,840 of rclated subscription commission expenses. 


REVIEW PUBLISHING CO., INC. AND SUBSIDIARY 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued) 
March 31, 1972 (Unaudited) and July 31, 1971 (Audited) 


Note F—Manageme:.: Agreement. 


On October i3, 1970, the Company entered into an agreement with The Curtis Fublishing Company to 
provide management services in connection with the publication of certain magazines of Curtis for an annual 
fee of $50,000. This agreement extends for a three-year period ending June 30, 1973, and contains a 
renewal option under which the Company may elect to renew the agreement for an additional three-year 
period ending June 30, 1976, if these magazines show an operating profit during the last full year of the original 
term. On February 11, 1971, this agreement was amended to provide management services to additional 
magazines of Curtis and to provide certain additional services. 


The agreement, as amended, requires that any charges by the Company other than those specifically 
provided for must be approved by the Board of Directors of Curtis. Total charges to Curtis for services per- 
formed by the Company during the year ended July 31, 1971, and the eight months ended March 31, 1972 
were as follows: 


Eight Months 
Ended Year Ended 
March 31,1972 July 31, 1971 


Management and fulfillment fees $108,333 $160,356 
Commission on list rentals ............. S Wn 11,367 19,220 
Reitabursement of expenses 102,070 _ 


_$221,770 — $262,700 


Charges of approximately $39,000 relating to the year ended July 31, 1971, which were subject to 
approval cf the Board of Directors of Curtis were approved on March 24,1972. 


te G—Common Stock and Additional Paid-in Capital. 


There have been no changes in the Common Stock and the additional capital accounts for the three 
years ended July 31, 1971. The distribution described in Note D, amounting to $18,708, has been charged to 
additional paid-in capital during the eight months ended March 31, 1972. All of the outstanding shares of 
Common Stock are owned by SerVaas, Inc. 


Note H—Supplementary Profit and Loss Information, 


Eight Ni 2;^ths 
Ended 
March 31, й: Үеаг Ended July 31, 


19717 ad 
Depreciation ....... $12,165 $12,772 
Taxes: 
Payroll .. " $17,373 $29,367 $21,905 $14,846 
State gross income AC dut s 4,629 6,935 5,101 3,953 
Property ehe АРИР 2,373 5,607 4,705 2,941 
ed ee ФЕ eee $54,909 $76,031 $54,582 $40,118 


All amounts shown were charged to selling, administrative and general expenses. There were no manage- 
ment or service contract fees, maintenance and repairs, or royalties of a material nature. 

Opcrations of the Company are conducted principally in premises leased from an affiliated company at 
rental based upon the building expenses of the lessor and the portion of leased premises occupied by the 
Company. 


EXHIBITA 399a 
AMENDED AND RESTATED ARTICLES 
OF 
THE CURTIS PUBLISHING COMPANY 


(Italics indicate changes) 


First. The name of the Company is 
THE CURTIS PUBLISHING COMPANY 


Second. The location and post office address of its registered office in this Commonwealth is 


1701 The Fidelity Building 
123 South Broad Street 
Philadelphia, Pennsylvania 19109 


Third. ‘the purposes of the Company аге to engage, as principal or agent, alone or with others, itself 
or through subsidary or affiliated companies, in (i) the publishing and distributicn of magazines, periodicals, 
books, newspapers, artistic material and any other matter capable of publication, (ii) printing, (iii) the prosecu- 
tion and improvement of the business and arts of communication including the creation, construction, installa- 
tion, servicing and operation of communications systems of every type and kind, throughout the world and 
interspace and the sending and receiving of communications of every nature ard kind, (iv) the purchase, 
sale, leasing, merchandising and distribution of articles of commerce of every nature and kind, (v) the 
creation, purchase, sale and distribution of advertising material and services of every nature and kind, 
(vi) supply business management services, conducting surveys and investigations, analyzing and interpreting 
information and materials of every nature and kind and buying, selling, leasing and generally dealing in 
equipment of every nature useful in business management and dat? processing, (vii) the development, 
exploitation, sale and leasing, of timber and mineral resources of every nature and kind, (viii) the manu- 
facture, production, development, publishing, processing, purchase, sale, leasing distribution of and generally 
dealing in and with tangible and intangible products, raw materials and services useful in and in conjunction 
with the foregoing business activities, (ix) investing its funds in the stock, notes, bonds and securities of 
manufacturing, sales, processing, communications, service, insurance and investment businesses of every 
nature and kind. 


Fourth. The Company shail exist perpetua" y. 


Fifth. The aggregate number of shares which the corporation shall have authority to issue is 8,000,000 
shares of Common Stock, no par value, but with a stated value of ten centz per share. 


Sixth. The shareholders of the corporation shall have the right to cumulate their votes for the election 
of directors of the corporation. 


Seventh. These articles of incorporation may be amended in the manner now or hereafter prescribed by 
statute, and all rights conferred upon shareholders herci:. are granted subject te such reservation. 
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EXHIBIT B 


AGREEMENT AND PLAN OF REORGANIZATION 


AGREEMENT AND PLAN OF REORGANIZATION dated as of July 1, 1972, between REVIEW 
PUBLISHING CO., INC., an Indiana corporation (the Company), and THE CURTIS PUBLISHING 
COMPANY, a Pennsylvania corporation (the Buyer). 


The Company and the Buyer agree as follows with respect to the sale and transfer by the Company to 
the Buyer of the assets of the Company, the assumption by the Buyer of the liabilities of the Company and 
the issuance to the Company by the Buyer of 670,046 shares of Common Stock, no par value, of the Buyer. 


1. Exchange of Assets for Stock. At the Closing hereinafter provided for, the Company will transfer 
to the Buyer all of the Company’s properties, tangibie and intangibie, wherever located, except only as 
otherwise expressly provided herein, and in exchange therefor the Buyer will (a) deliver to the Company 
670,046 share the Buyer’s Common Stock, no par value, and (b) assume the liabilities of the Company 
to the extent provided herein. 


2. Consummation of Exchange; Closing. The Closing under this Agreement shall take place at the 
office of Messrs. Morgan, Lewis & Bockius, 2107 The Fidelity Building, Philadelphia, Pennsylvania, at 
11:00 A.M., local Philadelphia time, on September 21, 1972, or at such other time and place as may be 
agreed upon in writing by the Company and the Buyer. 


3. Transfer of the Company's Assets to the Buyer. At the Closing the Company will sell, assign, transfer 
and convey to the Buyer all of the Company's properties, assets, business, goodwill, and rights of every kind 
and description, real and personal, tangible and intangible, wherever situated and whether or not reflected on 
its consolidated balance sheet as at March 31, 1972, hereinafter mentioned (including all rights to the use 
of the name “Review Publishing Co., Inc.") except for the Transaction Expense Account provided for in 


Section 4 hereof. 


4. Transaction Expense Account. The Company will retain such amount of cash as the Company and 
the Buyer shall agree in writing may be required to pay all unpaid expenses then incurred or to be incurred 
by the Company in doing any of the acts contemplated by this Agreement. If the amount of cash so retained 
(the Transaction Expense Account) is in excess of the amount required to pay the foregoing expenses, the 
Company will at the Buyer's request deliver the balance remaining to the Buyer, provided, however, that the 
Buyer will return to the Company any portion thercof which the Company later determines is necessary to pay 
such expenses. The persons authorized to draw upon the Transaction Expense Account will be designated by 
the Board of Directors of the Company, but withdrawals will be made only with the Buyer's prior written 
approval. 


5. Assumption by the Buyer. At the Closing the Buyer will assume and agree to perform and pay when 
due all obligations and liabilities of the Company in existence at the Closing date which were reflected or 
reserved against on the Company's cor lidated balance sheet as at March 31, 1972, except: 

(a) Any obligations or liabilities of the Company intended to be paid and discharged out of the 

Transaction Expense Account; 


(b) Any obligations or liabilities of the Company, or costs and expenses in connection therewith, 
to the extent that such obligations or liabilities shall or may be satisfied or paid by an insurer or insurers 
under a policy or policies of insurance | sued to the Company, unless such insurer or insurers agree that 


such assumption by the Buyer shall not create or give rise by right of subrogation to any claim or right 
by such insurer or insurcrs against the Buyer; 


(c) Any obligations or liabilities of the Company to its shareholder as such; 
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(d) Any obligations or liabilities of the Company arising or incurred after the Closing, except any 
which are asserted in respect of the period prior to the Closing; or 


(с) Any tax imposed upon the Company by reason of the Sale of its assets and business. 


6. Representations and Warranties by the Company. 


Ihe Company hereby represents and warrants 
to the Buyer as {c}lows: 


Company 
$50,000 Convertible Debentures 
but which conversion rights have 

ts, or rights to purchase from the Co:npany any such securities so 


(b) The Company has no subsidiaries, except Indiana Business Magazine, Inc. (Magazine), which 
is duly organized, validly existing г 
corporate power to carry on its sinless as it i i ed and to own and Operate the 
properties and and is duly qualified to do business and is in 
of its business or the ownership of its property 
ized capital stock of Magazine consists solely of 30,000 shares 
per share, of which 100 shares are issued and outstanding and are 
duly authorized validly issued, fully paid and 
, Warrants, calls, commitments or rights of any character 
€ any of its shares; no outstanding securities of Magazine 
; Warrants or rights to purchase from 


(c) The Company has delivered to the Buyer (i) co 
Company for the four years and nine months ended July 31, 
of the Company as of March 31, 1972 (hereinafter sometimes 
unaudited statement of income of ti 
statements and the 1972 Balance She 
respective dates thereof, and the : 


operations of the Company for the peri indicated, i generally accepted accounting 


principles consistently applied, except as otherwise indicated in such Statements or the notes thereto. The 
Company has no liabilities or obligati 


contingent or otherwise, except (1) t 
and not heretofore paid or discharg Sc "d, consistently with past business practice, 


in or as a result of the normal and ordinary course of business since March 31, 1972, none of which is 
matcrially adverse. 


(d) The Company has filed all required Federal income tax returns and has paid all tax: shows 
to be due thereby. The Company has filed with all other appropriate governinental agencies a tax 
returns and tax reports which are required to be filed and has paid all taxes shown to be due thereby. 
All such returns which relate to Federal and state income taxes have been audited and settled, and where 
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they have not been audited and settled, no waivers of statutes of limitations have been given. The 
liabilities and reserves for taxes on the 1972 Balance Sheet are sufficient for the payment of alı taxes 
attributable to income earned prior to and including March 31, 1972, and include adequate provision 
for deferred taxes, including taxes on income arising from the excess of tax deductions over related book 
expenses, in accordance with generally accepted accounting principles. 


(е) Since March 31, 1972, there has not been (i) any material adverse change in the financial 
condition or in the operations, business or property of the Company, (ii) any damage. destruction ot 
loss, whether covered by insurance or not, materially and adversely affecting the operations, business 
or property of the Company, (iii) any declaration, setting aside or payment of any dividend, or any 
distribution in respect of capital stock of the Company, or any redemption, purchase or other acquisition 
of any such shares of the Company, (iv) any material increase in the rate of compensation payable or 
to become payabk by the Company to any of its officers or directors or any material increase in the 
amounts paid, payable or to become payable under any bonus, insurance, pension or other benefit plan, 
or any arrangement made for or with any such officers or directors, or (v) any labor trouble other 
than routine grievance matters, nonc of which is material. 


(f) The Company has good title to all of its properties and assets, real and personal, reflected 
in the 1972 Balance Sheet (except properties and assets sold or otherwise disposed of since March 31, 
1972, in thc ordinary course of business) free and clear of all mortgages, liens, pledges, charges or 
encumbrances of any nature whatsoever, except (i) mortgages, pledges and other encumbrances disclosed 
in the 1972 Balance Sheet or the notes thereto, (ii) liens for current taxes not yet due and payable, and 
(iii) such imperfections of title, easements and encumbrances, if any, as are not substantial in character, 
amount or extent and do not materially detract from the value, or interfere with the present or proposed 
use, of the property subject then *o or affected thereby, or otherwise materially impair business opera- 
tions. All leases pursuant to which the Company leases any substaniial amount of real or personal 
property are in good standing, valid and effective in accordance with their respective terms, and there is 
not, under any of such leases, any existing default or event of default or event which with notice or lapse 
of time, or both, would constitute a default and in respect of which the Co:npany has not taken adequate 
steps to prevent a default from occurring 


(g) The Company has delivered to the Buyer accurate lists as of the date hereof (or as of a date 
specified in such lists within thirty days prior to the date hereof) of the following: 


(i) All real property owned or ieased by the Company, with the amount of any mortgages 
on property owned; 


(ii) All letters patent, natent applications, registered trademarks, both domestic and foreign, 
presently owned by the Comp.ny or used by the Company, and all patent, trademark, trade name, 
copyright or breach of confide лсе suits or claims, or notices thereof, to which the Company is 


a party; 
(ш) All insurance policies or bonds in force with respect to the Company and, without 


restricting the generality of the foregoing, those covcring its properties, buildings, machinery, equip- 
ment, furniture, fixtures, employees and operations; 


(iv) All agreements of the Company which involve future pa: -ents by or to the Company of 
more than $10,000, or which extend beyond one year from the dai. hereof and involve more than 
15.0€0, and all other material contracts not made in the ordinary course of business which are to be 
performed at or after the date hereof; 


(v) All bonus, incentive compensation, profit sharing, retirement, pension, group insurance, 
death benefit or other fringe benefit plans, trust agreements or arrangements of the Company in 
efleci, or under which any amounts remain unpaid, on the date hereof or to become effective after 


the date hereof; 
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(vi) The names and current annual salary rates of all present officers and employees of the 

Company whose current annual regular salary rate is $20,000 or more, or whose aggregate com- 

pensation from the Company exceeded $20,000 during the year ended July 31, 1971, together with 

any bonuses or profit sharing paid or payable to such peisons for the year ended July 31, 1971, and, 

to the extent existing on the date hereof, to be paid to them ior the year ending July 31, 1972, or 

at any time in the future; 


(vii) All collective bargaining agreements of the Company with any labor union or other 
representative of employees, including local agreements, amendments, supplements, letters and 
memoranda of understanding of all kinds, and all employment or consulting contracts to which 
the Company is a party; 


(уш) Each instrument de ning the terms on which debt of, or guarantees aggregating more 
than $5,000 by, the Company with a maturity later than December 31, 1972, or renewable to 
mature later than December 31, 1972, has been or may be issued; 


(xi) All licenses and permits issued to the Company by any regulatory authority. 


The Company has no knowledge of any default or claimed or purported or alleged default, or state of 
facts which with notice or lapse of time, or both, would constitute a default, in any obligation on 
the part of the Company to be performed under any material «ease, contract, plan or other arrangement 
contained in or referred to in such lists. 


(h) Except to the extent referred to in the 1972 Balance Sheet or the notes thereto, there is no 
suit, action, or legal, administrat/ve, arbitration or other proceeding or governmental investigation, and 
there is no change in the zoning or building ordinances affecting the real property or leasehold interest 
of the Company, pending or threatened, which might materially and adversely affect the financial 
condition, business or property of the Company. The Company has complied with and is not in default 
under any laws, ordinances, requirements, regulations or orders applicaule to its business. 


(i) Neither the execution and delivery of this Agreement nor the consummation of the trans- 
actions provided for herein in the manner herein provided will violate any material agreement to which 
the Company is a party or by which it is bound or any law, order or decree or any provision of the 
Articles or By-Laws of the Company. 


(j) The Company is not a party to any agreement or instrument or subject to any charter or 
other corporate restriction or any judgment, order, writ, injunction, decree, rule or regulation which 
materially and adversely affects or, so far as the Seller can now fcresee, may in the future materially 
and adversely affect, its business, operations, prospects, properties, assets or condition, financial or 
otherwise. 


(k) No representation or warranty by the Company in this Agreement nor any statement or 
certificate furnished or to be furnished to the Buyer pursuant hereto, or in connection with the transactions 
contemplated hereby, contains or will contain any untrue statement of a material fact, or omits or will 

i omit to state a material fact necessary to make ‘^e statements made, in light of the circumstances under 
which they were made, not misleading. 


(1) The description of the business of the Company and the financial statements of the Company 
contained and to be contained (i) in the Proxy Statement for ine 1972 Annual Meeting of Share- 
holders of the Buyer and (ii) in the Registration Statement on Form S-1 relating to the proposal 
recapitalization of the Buyer do not and will not contain any untrue statement of material fact and do 
not and will not omit to state such a material fact necessary to make the statements made, in light 
of the circumstances under which they were made, not misleading. 


7. Representations and Warranties by the Buyer. The Buyer represents and warrants to the Company 
as follows: 86 


оаа. ati tai ie a AN n a ae MN i iD AGU, P АЙК MD. RUT E 
' ' 


^ 


402 


(a) The Buyer is duly organized, validly existing and in good standing as a corporation unuci 
the laws of the Commonwealih of Pennsylvania; has full corporate power to carry on its business as 
it is now being conducted, and to own and operate the properties and assets now owned or operated 
by it; and is duly qualified to do business and is in good standing in each jurisdiction where the conduct 
of its business or the ownership of its property requires such qualification. 


(b) The authorized capital stock of the Buyer consists of 334,470 shares of Prior Preferred 
Stock, $4.00 Dividend Series, no par value, all of which are outstanding; 239,418 shares of Prior 
Preferred Stock, $1.60 Dividend Series, no par value, all of which are outstanding; and 8,000,000 
shares of Common Stock, par value $1 per share, of which 3,555,568 shares are issued and 
outstanding 


(с) The Во тег has full corporate power and authority to enter into this Agreemen. and at the 
closing will have full power and authority to issue the Buyer's Stock, which, when issued to the Company 
pursuant to the terms of this Agreement, will be duly authorized, validly issued, fully paid and non- 
assessable. 


8. Conduct of Business of the Company Pending the Closing. 


(a) The Company agrees that from the datc hereof to the Closing it will not, without the prior 
written consent of the Buyer: 


(i) Amend its Articles of Incorporation except as may be necessary to carry out this 
Agreenient or as required by law. 


(ii) Issue any capital stock or other securities or enter into any contract ог commitment 
to issue any capital stock or other securities or issue any warrants, rights or options to any 
employee or otherwise 


(iii) Declare, authorize or pay any distribution or dividend of cash, property or securities 
to its shareholders, directly or indirectly. 


(iv) Enter into any arrangement for employment, compensation or fringe benefits for any of 
its officers or directors or executives or institute any plan for fringe be- fits. 


(v) Directly or indirectly (1) merge or consolidate with any other corporation, (2) dispose 
of any material amount of property otherwise than in the ordinary course of business or (3) acquire 
or agree to acquire any business or substantially all of the stock or assets of any business. 


(vi) Enter into any agreement not in the ordinary course of business. 


(vii) Create, incur, assume or p arantee any indebtedness for money borrowed or create 
any mortgage, lien or other encumbrai ¢: on any of its property, real or personal. 


(b) The Company agrees that from the date hereof to the Closing it will give to the Buyer and 
accountants, engineers, counsel and other representatives full access, without unreasonably interferi: 
with business operations, to all of the Company's properties, books, contracts, commitments and records 
and furnish to the Buyer all such documents and copies of documents and records and information with 
respect to its affairs and copies of any working papers relating to it as the Buyer shall from time to time 
reasonably request 


9. Conditions. 


(a) The obligation of the Buyer to consummate the transaction provided for herein shall be 
subject to the following conditions: 


(i) The representations and warranties set forth in Section 6 hereof shall be true as of and 
at the Closing and shall have been true at the date hereof, to the extent that they are - Л stated 


therein to be true as of some other date; and the Company shall have performed all obligations 403a 


required hereby to be performed by it prior to the Closing and shall have delivered to the Buyer 
its certificate dated the date of the Closing to such effect 


(ii) Messrs. Fulmer, Burris & Byrum, Esq. shall have delivered to the Buyer their opinion, 
dated the date of the Closing, in form and substance satisfactory to Messrs. Morgan, Lewis & 
Bockius, confirming the representations contained in subsections (a), (b), (d), (f), (h), (i), 
and (j)of Section 6 of this Agreement and to the effect that the deeds, bills of sale, assignments and 
other instruments required to be executed on behalf of the Company for delivery to the B. yer at 
the Closing have been duly authorized by the Company and do not violate any unwaived provision 
of any contract or agrcement binding upon the Company, have been duly executed and delivered 
on behalf of the Company, are legal, valid and enforceable in accordance with their respective 
terms, and are in proper form to convey title to the properties they purport to assign, transfer 
or convey. 


(iii) The holders of any indebtedness of the Company, the lessors of any material real or 
personal property leased by the Company and any Federal, state or other regulatory agency 
having jurisdiction, to the extent that their consent is required by the pertinent debt or lease 
instruments or applicable laws or regulations for the consummation of this Agreement, shall have 
granted any necessary consent, and no litigation shall be pending or threatened affecting the 
validity of the transaction contemplated hereby. 


(iv) Any and all permits, licenses or qualifications from auth.rities admir istering the securities 
laws or similar laws of any state or other political subdivision having jurisdiction required for the 
consummation of the transaction contemplated hereby, snall have been obtained, and no such 
permit shall contain any condition which, in the judgment of thc Buyer, shall be unduly burdensome 


(v) The business or properties of the Company shall not have been, and shall not be 
threatened to be, materially adversely affected in any way as a result of fire, explosion, earthquake, 
disaster, accident, labor dispute, change in technology, obsolescence of product or service, resigna- 
tion of key personnel, any action by the United States or any other governmental authority, flood, 
drought, embargo, riot, civil disturbance, uprising, activity of armed forces or act of God or 
public enemy. 

(vi) The Company shall have furnished the Buyer with all information reasonably requested 
by the Buyer pursuant to Section 3(b) hereof 


(vii) The holders of the $100,000 principal amount of 6% Convertible Debentures due 
January 15, 1973, of the Company shall have waived the right to convert said Debentures int 
Common Stock of the Company. 


fb) The obligation of the Company to consummate the transaction provided for therein shall be 


subject to the following conditions: 


(i) The representations and warranties set forth in Section 7 t:<.cof shall be true as of and at 
the Closing and shall have been true at the date hereof, to the extint that they are not stated 
therein to be true as of some other date and except insofar as the description of capital stock of the 
Buyer is or may be affected by the proposed plan of recaricalizctiou of the Buyer; the Buyer shall 
have performed all obligations required hereby to be performed by it prior io the Closing; and the 
Buycr shail have delivered to the Company a certificate, dated the date of the Closing and signed by 
its President or any \ President and its Treasurer or its Secretary to such effect. 


(ii) Messrs. Morgan, Lewis & Bockius shall have delivered to the Company their opinion, 
dated the date of the Closing, in form and substanv: satisfactory to Messrs. Fulmer, Burris & Byrum, 
Esq. confirming the representations of the Виус: contained in subsections (a), (b) and (c) of 
Scction 7 of this Agrcement. 
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(с) The obligations of the Buyer and the Company to consummate the transaction provided tor 
herein shall be subject to the condition that or prior to the Closing. 


(i) The proposed plan of recapitalization of the Buyer shall have become effective. 


(ii) The sharos of Common Stock of the Buyer issuable to the Compar, pursuant to the terms 
hereof shall have been authorized for listing, upon official notice of issuance, upon the Philadelphia- 
Baiiimore-Washington Stock Exchange. 


10. Restrictions on Transfer. The Company represents, warrants and agrees that it will not sell or other- 
wise dispose of any of ће Сс- · оп Stock of the Buyer received by it pursuant to the terms hereof otherwise 
than in compliance with the Securities Act of 1933, and that it is acqvi:ng and will acquire all such shares 
for investment and not with a view to the distribution thereof. 


li. Indemnification by Company. The Company agrees to indemnify and hold harmless the Buyer, at 
all times after the date of this Agrvement, against and in respect of: 


(a) any and all liabilities of the Company of any nature, wi.ccher accrued, absolute, contingent 
or otherwise, existing at March 31, 1972, to the extent not set forth in or reflected or reserved against 
in full in the 1972 Balance Sheet or the notes thereto, including, without limitation, net tax deficiencies, 
if wy, to the extent not so reflected or reserv d against, accrued in respect of or measured by the 
Company’s income for any period ending on or prior to March 31, 1972, or arising out of transactions 
entered into, or any state of facts existing, prior to such date; 


(b) any and all liabilities of or claims against the Company arising out of: 


(i) the conduct of the business of the Company between March 31, 1972 and the Closing 
otherwise than in the ordinary course; 


(ii) any presently existing contract or commitment of the character described in subsection 


(g) (iv) of Section 6 hereof and not included on the list furnished to the Buyer pursuant to said 
Section 6(g); 

(iii) any contract or commitment entered into û :aade by the Company between the d»:e k«-eof 
and the Closing, and not permitted by the provisions of subsection (а) (vi) of Section 8 hereof; and 


(iv) any litigation agaiast the Company arising out of any action or inaction by the Company 
prior to the Closing; 


(c) any and ali damage or deficiency resulting from any misrepresentation, breach of warranty or 
non-fulfillment of any agreement on the part of the Company under this Agreement or from any misrepre- 
sentation in or omission from any certificate or other instrument furnished or to be furnished to the Buyer 
hereunder; and 


(d) any and all actions, suits, proceedings, demands, assessments, judgments, costs and legal and 
cther expense incident to any of the foregoing. 


The Company will pay to the Buyer an amount equal to the payment or payments made by the Buyer at any 
timc after March 31, 1972, in respect of any liability or claim to which the foregoing indemnity relates, 
provided, however, that, in computing the obligation of the Company hereunder, such obligation shall be 
limited to the after-tax consequence to the Company of any such liability or claim. 


12. Survival of Company's Representations, etc. All representations, warranties and agree ..:nts made 
by the Company in this Agreement or pursuant hereto shall survive the Closing hercunder and ;: + :stigation 
made hy от on behalf of the Buyer prior thereto for a period of three years. 


13. Change of Name; Covenant against Liqui ‘ation, etc. The Company agrees that "s Closing it 
will change its пате to a name not sinilar to “Re siew Publishing Co., Inc." The Company covenants and 
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agrees that for a period of thre years following ihe date of the Closing it will not sell or otherwise dispose 


of any of the Common Stock of the Buyer received by it pursuant to the terms hereof and will not liquidate, 
dissolve, or merge or consolidate with any other corporation. 


14. Brokerage; Company’; Expenses; etc. The Company represents and warrants that all negotiations 
relative to this Agreement have been carried on by it directly with the Buyer without the intervention of any 
person, firm or corporation, and the Company will indemnify the Buyer and hold it harmless against and in 


, firm or corporation claiming through the Company and also in 
respect of all expenses of 4ny character incu 


transactions. 

15. Contents of Agreement; Parties in Interest; etc. 
of the parties. It shall not be changed or terminated orall 
shail be binding upon and inure to the benefit of and be 
of the Company and the Buyer. 


This Agreement sets forth the entire understanding 
y. All the terms and provisions of this Agreement 
enforceable by the respective successors and assigns 


16. Pennsylvania Li v to Govern. 
in the Commonwealth of Pennsylvania 
such Commonwealth. 


This Agreement is being delivered and is inte: ded to be performed 
and shall be construed and -nforced in accorda-ce with the laws of 


17. Notices. All notices which are required or 


permitted hereunder shall be sufficient if given in 
writing and d-'ivcred personally or by registered or certi 


fied mail, postage prepaid, as follows: 
If to the Buyer, to: 


The Curtis Publishing Company 
1701 The Fidelity Building 
Philadelphia, Pennsylvania 19109 
Attention: Margaret B. Wilkinson 


With a copy to: 


Messrs. Morgan, Lewis & Bockius 

2107 The Fidelity Building 
Philadelphia, Pennsylvania 19109 
Attention: Howard W. Taylor, Jr., Esq. 


If to the Company, to: 


Review Publishing Co., Inc. 
1100 Waterway Boulevard 

Indianapolis, Indiana 46202 
Attention: Beurt R. SerVaas 


With a copy to 


Messrs. Fulmer, Burris & Byrum 
614 Union Title Building 

155 East Market Street 
Indianapolis, Indiana 46204 
Attention: William К. Byrum, Esq. 
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18. Counterparts. This Agreement may be executed in two or more counterparts, each of which shail 
be deemed to be an original instrument, but all such counterparts together shall constitute one and the same 


instrument. 


In Witness WHEREOF, the parties have duly executed this Agreement as of the date first above written. 


Review Publishing Co., Inc. 


President 


(Corporate Seal) THE CURTIS PUBLISHING COMPANY 


Vice President 
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SECTIONS 810 AND 515 OF THE PENNSYLVANIA BUSINESS CORPORATION LAW RELAT- 
ING TO RIGHTS OF HOLDERS OF PRIOR PREFERRED STOCK OF THE CURT. ; PUBLISHING 
COMPANY DISSENTING FROM THE PROPOSED PLAN OF RECAPITALIZATION 


Section 810. Rights of Dissenting Shareholders Upon Certain Amendments. 

If any amendment to the articles shall (1) cancel or otherwise affect the right of holders of the shares 
of any class outstanding on or before January 1, 1969, to receive dividends which have accrued but have 
not been declared, or (2) eliminate cumulative voting for directors of a business corporation, the holder of any 
outstanding shares the accrued dividends or cumulative voting rights of which are so cancelled, affected or 
eliminated, who shall object to such amendment and comply with section 515 of this act, shall be entitled to 
the rights and remedies of dissenting shareholders therein provided. There г be included in or enclosed with 
the notice of a meeting of shareholders called to consider an amendment to which this section applies a copy 
of this section and of section 515 of this act. 


Section 515. Rights of Dissenting Shareholders. A. If any shareholder of a business corporation objects 
to any proposed plan of action of such corporation authorized under any section of this act, and such sectior 
provides that such shareholders shall be entitled to the rights and remedies of dissenting shareholders, such 
shareholders shall be entitled to the following rights and remedies: 


B. If any shareholder of a business corporation shall | file with such corporation, prior to the commence- 
ment of the voting by shareholders upon the plan at the meeting of sharehc/ders at which a plan is submitted 
to а vote, a written objection to such plan, and shall not vote in favor thereof, and such shareholder, within 
twenty days after the date on which the vote approving the plan was taken, shall also make written demand on 
the corporation, or the surviving or new corporation resulting from the plan, for the payment of the fair 
value of his shares, such corporation shall pay to such shareholder the fair value of his shares as of the 


day prior to the date on which the vote was taken without regard to an depreciation or appreciation 
thereof in consequence of the BIRI UO surrender of the share certificate or certificates representing his 
shares.| The demand of the shareholder sha state the number and class and series, if any, of the shares 
owned by him with respect to which he dissents. A dissenting shareholder may dissent as to all or less than all 
of those shares registered in his name of which he is not the beneficial owner, but there may not be dissent 
with respect to some but less than all shares of the same class or series owned by any given beneficial owner of 
shares whether or not the shares so owned by him are registered in his name. Unless a shareholder 
files such written objection and also makes such demand within the twenty-day period, he shall be con- 
clusively presumed to have consented to the plan, and shall be bound by the terms thereof. Any share- 
holder making such demand shall thereafter be entitled only to payment as in his section provided and shall 
not be entitled to vote or to exercise any other rights of a shareholder as to the shares with respect to which 
he dissents. 


C. No such demand may be withdrawn unless the corporation shall consent thereto. If, however, such 
demand shall be withdrawn upon consent, or if the proposed plan shall be abandoned or rescinded, or the 
the sharcholders shall revoke the authority to effect such plan, or if no demand or petition for the determina- 
tion of fair value by a court shall have been made or filed within the time provided in this section, or if a 
court of competent jurisdiction shall determine that such shareholder is not entitled to the relief provided by this 
section, then the right of such shareholder to be paid the fair value of his shares shall cease and his status as a 
sharcholder shall be restored retroactively without prejudice to any corporate proceedings which may have 
been taken during the intcrim. 


D. Within thirty days after such plan became effective the corporation or, in the case of a merger or 
consolidation the surviving or new corporation, domestic or foreign, shall given written notice thereof to each 
dissenting shareholder who has made demand as herein provided, and shall make a written offer to cach such 
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shareholder to pay for such shares at a spécified price deemed by such corporation to be the fair value thereof. 


Such notice and offer shall be accompanied by a balance sheet of the corportaion as of the latest available date 
and not more than twelve months prior to the making of such offer and a profit and loss statement of such 
corporation for the twelve months' period ended on the date of such balance sheet. 


E. If within sixty days after the date on which such plan became effective, the fair value of such 
shares is agreed upon between any such disserting shareholder and the corporation, payment therefor shall be 
made within ninety days after the date on which such plan became effective, upon surrender of the certificate 
or certificates representing such shares. Upon payment of the agreed value, the dissenting shareholder shall 
cease to have any interest in such shares. 


F. A dissenting shareholder who is unable to agree with the corporation on the fair value of his shares 
may demand proceedings to value his shares at any time after sixty days and within ninety days after the date 
on which the plan became effective. Within thirty days after receipt of any such written demand, the corpora- 
tion shall, or at its election at any time after sixty days and within ninety days after the effective date the 
corporation may file a petition in the court of common pleas in the county in this State where the registered 
office of the corporation is located, praying that the fair vaiue of such shares be found and determined. If in 
the case of a merger or consolidation, the surviving or new corporation is a foreign corporation without a 
registered office in this State, such petition shall be filed in the county where the registered office of the 
domestic cor,oration was last located, which county shall be deemed to be the county where the cause of 
action arose and all process shall be served upon such foreign corporation as provided in section 1011 of 
this act. If the corporation has not instituted the proceeding as herein provided, any dissenting shareholder may 
do so in the name of the corporation at any time within thirty days aiter the expiration of such ninety day 
period. All dissenting shareholders, wherever residing, shall be made by the corporation parties to the 
proceeding as an action against their shares quasi in rem. A copy of the petition shall be served on each 
disscnting shareholder who is a resident of this State and shall be served personally or by registered or certified 
mail on each dissenting shareholder who is a nonresident. The jurisdiction of the court shall be plenary and 
exclusive. All shareholders who are parties to the proceeding shall be entitled to judgement against the 
corporation for the amount of the fair value of their shares as of the day prior to the date on which the vote 
was taken without regard to any depreciation or appreciation thereof in consequence of the plan. The couct 
may, if it so elects, appoint one or more persons as appraisers to receive evidence and recommend a decision 
on the question of fair value. The appraisers shall have such power and authority as shall be specified in the 
order of their appointment or an amendment thereof. The judgment shall be payable only иро: ind concur- 
rently with the surrender to the corporation of the certificate or certificates representinz uch shares. Upon 
payment of the judgment, the dissenting sharcholder shall cease to have any interest in such shares. 


G. The judgment shall make due allowance for any distribution to the shareholders between the day 
before the date of the vote on the plan and the date of their demand for the fair value of their shares and for 
such interest as the court may find to be fair and equitable in all the circumstances. 


H. The costs and expenses of any such procceding shall be determined by the court and shall be 
assessed against the corporation, but all or any part of such costs and expenses may be apportioned ana 
assessed as the court may deem equitable against any or all of the dissentiag shareholders who are parties 
to the proceeding to whom the corporation shall have made an offer to pay for the shares if the court shall 
find that the action of such sharcholders in failing to accept such offer was arbitrary or vexatious o. not in good 
faith. Such expenses shall include reasonable co.apensation for and reasonable expenses of the appraisers 
but shall exclude the fees and expenses of counsel for and experts employed by any party, but if the fair 
value of the shares as determined materially exceeds the amount which the corporation offered to pay 
therefor, or if no offer was made, the court in its discretion may award to any shareholder who is a party to 
the proceeding such sum as the court may determine to be reasonable compensation to any expert or experts 
employed by the shareholder in tbe proceeding. 


І Within twenty days «fter demanding payment for his shares, each shareholder demanding payment 
shall submit the certificate or certificates representing his shares to the corporation for notation thereon that 
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such demand has been made. His failure to do so shall at the option of the corporation terminate his rights 
under this section unless a court of competent jurisdiction for good and sufficient cause shown shall otherwise 
direct. If shares represented by a certificate on which notation has been so made shall be transferred, each new 
certificate issued therefor shall bear similar notation, together wit! ‘ae name of the original dissenting holder 
of such shares and a transf ee of such shares shall acquire by such transfer no rights in the corporation other 
than those which the original dissenting shareholder had after making demand for payment of the fair 
value thereof. 


J. Shares acquired by a corporation, pursuant to payment of the agreed value therefor, or to payment 
of the judgement entered therefor as in this section provided, may be held and disposed of by such corporation 
as in the case of other treasury shares, except that in the case of a merger or consolidation they may be 
held and disposed of as the plan of merger or consolidation may otherwise provide. 


K. Any shareholder, who desires to object to, or to dissent from, any proposed plan authorized under 
auy section of this act, and where this act provides that shareholders so objecting or dissenting shall have 
the rights and remedies herein provided, shall be limited to the rights and remedies prescribed under this 
section, and the rights and remedies prescribed by this section shall be exclusive. 
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THE CURTIS PUBLISHING COMPANY 
1100 Waterway Boulevard 
INDIANAPOLIS, INDIANA 46202 


Dear Shareholders: 


It is again our pleasure to report on a year of substan- 
tial progress in restoring The Curtis Publishing Com- 
pany to prominence as a member ot the publishing 
industry. 


As indicated by the financial highlights shown on the 
facing page, results from operations were improved 
from the prior year. These signs of corporate well 
being are further borne out by the financial state- 
ments contained in this annual report. The state- 
ments should be reviewed in detail for a full under- 
standing of the affairs of the Company. 


Financial Review’ 


The very substantial rise in net revenues from last 
усаг resulted from greater advertising and subscrip- 
tion revenue. The greater advertising revenue is a re- 
flection primarily of operations of The Saturday 
Evening Post with two additional issues in 1973 and 
greater recognition of that magazine as an advertising 
medium. The subscription revenue betterment is the 
result of the Post operations as well as a full year of 
operations of the properties acquired from Review 
Publishing Company in 1972. 


The increase in net income is principally the result of 
the Post operations and a further decrease in legal 
expenses as we continue to dispense with the remain- 
ing legal actions against the Company. 


Our greatest single financial need is for working capi- 
tal. Efforts to accumulate such capital through oper- 
ations have been hampered by the need to pay liabili- 
ties which arose from operations and other matters 
prior to the time this management assumed responsi- 
bility for affairs for the Company. Our need to pay 
this type of liability, although becoming less with the 
passage of time, will continue to take part of our 
working capital in 1974. 


We are currently concentrating on methods to raise 
working capital by means other than operations. One 
source would be through borrowings; however, the 
financial strength of the Company is such at this time 
that it could not support further loans. It is contem- 
plated that the conclusion of an arrangement on our 
mineral interest as discussed below may allow us to 


negotiate a loan to liquidate long term indebtedness 
now coming due. 


There are $1,290,000 in debentures which reraain 
outstanding efter the recapitalization in 1972. The 
required interest accrual on the debentures is $77,400 
per year. The payment of the interest is required only 
in the event that there are requisite earnings as de- 
fined in the Indenture. In the opinion of outside 
counsel, reserve and settlement adjustments are not 
income for this purpose. As a result, it is our in- 
tention not to pay the interest installments during 
1974. The legal affect of the debentures and their 
influence on our operations will бе of prime concern 
as we continue to grow. 


Magazine Operations 


1973 represented a year of major progress in return 
ing The Saturday Evening Post to its former position 
as a substantial and influential magazine. The number 
of Post subscribers was substantiaily increased during 
the year and major promotion efforts near year end 
will contribute to further increases in 1974. The 
acceleration in frequency from six issues in 1973 to 
nine in 1974 is indicative of the good reade: accept- 
ance as more people become aware of the return of 
the Post. That acceptance in turn results in greater 
advertiser interest. 


Jack and Jill and the other youth publications con- 
tinue to show improvements despite the substantially 
increased costs resulting from inflationary pressures. 


Holiday magazine, although stabilized, represents a 
unique challenge. We have under active consideration 
several alternatives which will permit us to recognize 
more of the potential of this fine publishing property 
During 1974 we plan to conclude a joint venture with 
another corporation in the leisure business utilizing 
Holiday as a major media, but at this time it is too 
early to anticipate the details of the transaction. 


Our trade and special magazines on the whole are 
healthy and we anticipate 1974 to be another good 
year for all of our magazines. 


Personnel 


The success or failure of any business is ultimately 


dependent up ^n the abilities of its people. This is 
particularly true in a business such as publishing in 
which our stock in trade is the ability to create a 
unique product each issue. 


Beginning at a point several years ago, when Curtis 
was literally without any staff, we have built an orga- 
nization which is not only capable of carrying on 
current day to day operations, but which can also be 
the basis for continued growth. This requires the cre- 
ative people to produce the product as well as the 
business people to assure that it is done economically 
and profitably. 1973 was a year of substantial prog- 
ress in attracting and holding these essentia. persons. 


New Ventures 


As we announced during 1973, we have completed 
the acquisition of International Reports, Inc., a New 
York City headquartered publisher of financial re- 
ports and intelligence for a quarter of a century under 
the leadership of Mr. Guenter Reimann, chief editor 
and executive officer and a well recognized authority 
in the field. The integration of this operation is pro- 
gressing satisfactorily and we envision it to be the 
foundation for other ventures into financial publish- 
ing and related areas. 


Curtis Equipment Corp. was formed during the year 
as a wholly owned subsidiary to participate in leasing 
transactions. It did participate in very significant data 
processing equipment leasing * .nsactions. The nature 
of the transactions makes tne financial benefit to 
Curtis dependent upon future events and values. For 
that reason the results will not be fully recognized for 
financial purposes until such time as they are known. 
The transactions do, however, result in taxable in 
come which is offset against the carry forwaid net 
operating losses. We anticipate that there may be sub- 
stantial financial benefit; from these transactions in 
the future. 


We are actively pursuing projects which would result 
in one or more of our magazines being the basis for 
television shows. It is too early to anticipate the out- 
come, but it will continue to be an area of major 
interest to us as a possible new business area. 


We continue to pursue actively merger or acquisition 
prospects which could contribute to the sound 
growth of the company. 


Mineral Interests 


Curtis is the owner of a mineral royalty interest in the 
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income from mining on certain lands in the Province 
of Ontario, Canada. The lands which are subject to 
the interest are owned by a subsidiary of Texasgulf, 
Inc., and are located genera!!y north and east of Kidd 
Township in which the renowned Kidd Creek Mine is 
located. None of the lands are in Kidd Township. The 
total acreage covered by the agreement is approxi- 
mately 85,000. Under the agreement Curtis is entitled 
to a percentage of "net profits" as defined by the 
agreement from the production of minerals on the 
subject land, if and when earned. The percentage is 
50% on lands located in six townships and 10% in 
nine other townships. Curtis does not have the right 
to explore or to participate in the management of the 
properties. No value is attributed to the mineral inter- 
est in the records of the Company and it has never 
produced any income for Curtis. Texasgulf has and is 
exploring on the lands and they have informed us 
that they have not discovered any minerals of com- 
mercial value to date. We have no reason to doubt the 
veracity of that statement. It has been our announced 
intention to capitalize this interest as a source for 
working capital. The highly speculative nature of the 
interest makes it very difficult to determine its value. 
In an attempt to broaden our knowledge of this prop- 
erty through professional geological advice, we re- 
tained the firm of Derry, Michener & Booth, eminent 
Canadian mining consultants to counsel us in this 
matter. Based on their knowledge of the mining in- 
dustry, geology of the subject area and an examina- 
tion of the records of Texasgulf, Derry, Michener & 
Booth tentatively estimate the value of the Curtis 
interest to be no less than $2,000,000. The examina- 
uon by Derry, Michener & Booth did not disclose the 
existence of any minerals in commercial quantities on 
the subject lands. 

The rationale they used to support their estimated 
value was the cost of assembling a similar lerge tract 
of land and the geographical relationship to the Kidd 
Creek Mine. 

We have continued our policy of pursuing any inquiry 
about this mineral interest. Currently we have under 
active consideration a proposal to grant to Texasgulf, 
Inc., an option for five years to purchase the interest 
We also have a proposal which, assuming Curtis could 
through agreement with Texasgulf convert its interest 
from a passive interest to a working interest, would 
require the third party to expend substantial sums for 
exploration in exchange for a share of Curtis’ interest 


There have been other ideas advanced to alter or dis 


pose of the interest. None of these, however, has 
reached the definitive state. It is our intention to pur- 


sue this matter in the vest interest of the Company, 
its stockholders and creditors. 


Shortages and Costs 


The current rash of shortages could have a substantial 
affect on ovr operations. The most highly publicized 
shortage—petroleum —has had very little direct affect. 
Magazine paper price increases and drastic postage in- 
creases represent the most serious problems; however, 
we have been assured of sufficient paper to print all 
of our magazines through 1974. 


Generally, our operations are affected in the same 
manner as the general economy relative to price in- 
creases. The proposed postal rate increases do repre- 
sent a peculiar problem. In selling subscriptions to 
The Saturday Evening Post we have attempted to 
anticipate such actions by charging more for a sub- 
scription than the single copy price. The publications 
of International Repoits, although published on a 
generally greater frequency than our magazines, are 
sold for a subscription price plus postage. The pro- 


posed increase will have a detrimental affect on our 
other publications as well as cur direct mail promo- 
tion efforts. We are adjusting our selling prices and 
practices where possible to compensate for the con- 
templated increases. 


Conclusion 


It is always a pleasure to report on improvements. We 
are fully aware that much is yet to be accomplished. 
We are confident that the major problems are defined 
and solutions are at hand. We are looking forward to 
1974 as another year of improvements. 


Our sincere thanks to those employees, stockholders, 
creditors, and friends who have persevered with us. 


Sincerely, 


Beurt R. SerVaas 
Chairman of the Board and 
President of the Company 
Harry L. Schroeder 


Executive Vice President 
April 5, 1974 


Auditors' Report 


V^ The Board of Directors of The Curtis 
‘ishing Company: 


We have examined the consolidated balance sheet 
of The Curtis Publishing Company (a Pennsylvania 
corporation) and subsidiaries: as of December 31, 
1973 and 1972, and the related consolidated state- 
ments of income, changes in shareholders' deficit 
and changes in financial position for the years then 
ended. Our examination was made in accordance with 
generally accepted auditing standards, and accord- 
ingly included such tests of the accounting records 
and such other auditing procedures as we considered 
necessary in the circumstances. 


The Company was recapitalized during 1972 and 
has substantially reduced the amount of operating 
losses experienced in prior years. The realization of 
the cost of property and equipment, and dcierred 
circulation. promotion expenses is depenfent upon 


the success of its future operations 


In our opinion, subject to the realization of the 
costs referred to in the preceding paragraph, the 
accompanying consolidated financial statements 
present fairly the financial position of The Curtis 
Publishing Company and subsidiarie as of December 
31, 1973 and 1972, and the results of their opera- 
tions and the cianges in their financial position for 
the years then ended, in conformity with generally 
accepted accounting principles which were applied 
consistently during the periods subsequent to the 
change made as of January 1, 1972, with which we 
concur, to deferring direct mail circulation promotion 
expenses as explained in Note 10 to the financial 
statements. 


ARTHUR ANDERSEN & CO. 


Indianapolis, Indiana, 
ch 7, 1974. 
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THE CURTIS PUBLISHING COMPANY AND SUBSIDIARIES 
CONSOLIDATED BALAN^E SHEET 


ASSETS 


December 31 
1973 1972 


(In thousands of dollars) 
CURRENT ASSETS 
Cash and cash иет... ; i $ 574 $ 920 
Notes and accounts receivable, net of allowances of $991,000 in 1973 


and $905,000 in 1972 (Note 1) 1,168 678 
Marketable securities (Note 6) re кона , 40 2 
Inventories, principally editorial and art inventory, at the lower 
of cost or market , ) b 50 13] 
Prepaid expenses Р i ; 143 198 
Total current assets b $1,975 $1,929 
DEFERRED CIRCULATION PROMOTION (Notes 1 and 10) i5 940 149 
PROPERTY AND EQUIPMENT, at cost less accumulated depreciation 
of $328,000 in 1973 and $249,000 іп 1972 (Notes 1, 7 and 13). | i 268 273 
COST IN EXCESS OF NET ASSETS ACQUIRED (Note 1) ү РОУ 372 88 
$3,555 $2,639 
LIABILITIES AND SHAREHOLDERS’ DEFICIT 
CURRENT LIABILITIES 
Accounts payable ; ; $ 801 $1,240 
Notes pav: Уе, including current portion of long-term debt (Note 13) ё à 652 431 
Accrued expenses TA a 253 403 
Federal income taxes payable (Notes | and 12) 

Гога! current liabilities “Огу! ES ET à; $1.706 $2,074 
LONG-TERM DEBT (Note 13) ON 64 112 
6% SUBORDINATED INCOME DEBENTURES DUE 1986 (Noi. `) 

Principal $1,290 $1,290 
Interest « 566 189 
OTHER LIABILITIES 616 80* 
SUBSCRIPTIONS PAID IN ADVANCE. net of commissions (Note 1) 5.078 1050 
COMMITMENT; AND CONTINGENCIES (Notes 3,4, 5 and 7) 
SHAREHOLDERS' DEFICIT re ч (5,765). (6,081) 
$3,555 $2,639 
Fhe accompanying notes are an integral part of this statement 
1 
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THE CURTIS PUBLISHING COMPANY AND SUBSIDIARIES 
CONSOLIDATED STATEMENT OF INCOME 


Year Ended 
. December 31, 
75 1972 
(їп thousands of dollars) 
NET REVENUES 


Magazine advertising s 2, $1,646 


Magazine circulation and other À ‘ - 5. 4.488 


$6,134 


COSTS AND EXPENSES: 


Production and delivery . . 

Selling, general and administrative 

Settlement adjustments and reductions of reserves (Note | TI ) 

Depreciation à 

Interest expense, net of interest income of $6, 000 in 1973 and $33,000 in 1972 


INCOME BEF‘ FEJERAL INCOME TAXES AND 
EXTRAORDINARY ITEM 


PROVISION FOR FEDERAL INCOME TAXES (Note 12) 


Current 
Deferred 
Total 


INCOME BEFORE EXTRAORDINARY ITEM 


EXTRAORDINARY ITEM 


Utilization of net operating loss carryforward 
NET INCOMI 
NET INCOME PER SHARE OF COMMON STOCK (Note 14) 


Income before extraordinary item 


Extraordinary item 


The accompanying notes are an integral part of this statement 
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THE CURTIS PUBLISHING COMPANY AND SUBSIDIARIES 
CONSOLIDATED STATEMENT OF CHANGES 
IN SHAREHOLDERS’ DEFICIT 


Prior Common Stock Capital Accumulated 
Preferred Stock .OM New. Surplus Deficit 

Par value, per share No No $1.00 

Stated value, per share $50.00 310.00 $.10 

Dividend series à; $ 4.00 $ 1.60 

(In thousands of dollars) 
YEAR ENDED DECEMBER 31, 1972 
(Note 2) 


Balance at beginning of year . $ 16,724 $ 2.39 i $ (36,649) 
Net income for year 3 е 4] 
Exchange of $5,165,400 debentures plus 
accrued interest for 507,253 shares of new 
common stock . NM 7 
Purchase of $1,030,000 of debentures plus 
accrued interest : 
Conversion of 334,470 shares of preferred 
stock, $4.00 series into 515,053 shares of 
new common stock 
Conversion of 239,418 shares of preferred 
stock, $1.60 series into 222,658 shares of 
new common stock 
Conversion of 3,555,568 shares of old com 
mon stock into 355,556 shares of new 
commion stock 
Issuance of 670,046 shares ol 
stock for acquisition of the asset 
Review Publi.» ng Company (67) 
Deficit acquired in acquisition of Review 
Publishing Company (759) 
Expenses of iecapitalization and acquisition (427) 
Unrestricted capital surph applied t reduc 
tion of deficit ; (30.300) 10.300 
Balance at end of year 27 (6.308) 
YEAR ENDED DECEMBER 31, 1973 


Net income for year 

Utilization of net operating loss carryforward 
Excess pension plan funding recovered 

State tax refund 


Issuance of 7,500 shares to contributors 


Balance at end of year ` , $ 221 j $ (6.49?) 


TOTAL SHAREHOLDERS DEFK TFI 
NUMBER OF SHARES DECEMBER 11, 1973 DECEMBER 11. 1° 


Authorized A.000,000 A000, 100 


Outstanding » 278 066 ? 270,566 


The m ompanying notes are an integral part of this stat 
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THE CURTIS PUBLISHING COMPANY AND SUBSIDIARIES 
CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 


Year Ended 


December 31, 
1973 1972 


(In thousands of dollars) 
FUNDS Pix, OVIDED BY: 


Net income, including extraordinary item in 1972 ............................ $ lil $ 41 
Add (deduct) items not affecting working capital in current period: 
lo а. ЗОМ ee ыллык ын A d M cr 49 29 
DEUDA. ТОНИС ан ug а Eee ae UC ene PIRE An aS «à 77 77 
Increase in subscriptions paid in advance, пеї............................ 1 128 __ 943. 
Working capital provided by operations ........................... $1,365 $1,090 
Reduction of accounts receivable due after one уеат........................... 280 
КЛА e ane Alu LAS а в е о CERTI ITE 108 
pavo dolar ton AATTEET nuin erm only me Dea P Tek RR Ee - 58 
Reductic.: of deficit due to decrease in 6% subordinated debentures outstanding ..... - 8,057 
Excess pension plan funding recovered CSCI ec eee e hr ner hostes 61 - 
Utilization of net operating loss carryforward ................................ 90 - 
Gute Ux ТОРОШО. Loco сеа SUMA EN S SUNT A art a e LU ERA REA VAST bras Ad - 
SONNO ТОГООН COL os rica аан ROLEKE ICE S be ro ESAS 10 — 
$1,570 ' $9,593 


FUNDS USED FOR: 


Additions to property and equipment .............................. Ty ti E HM $ 207 

Increase in other 990013 1... olor rr жЕ Sea ar TEE AEE CREE RR a 284 5 

Expenses incidental to recapitalization and acquisition ......................... 427 

Deficit acquired ir. acquisition of Review Publishing Company ................ a 759 

Decrease in 6% subordinated debentures outstanding ............. ............ 8,141 

Increase in Gelerred circulation promotion .............›............›......› 591 349 

aen. dais i el ASUNT CR ENT T аон ж bles ШУУ 48 

Decrease in other long-term liabilities ..... «UE pcc msi CM deter ra cet Wan __189 

$1,156 $9,888 

INCREASE (DECREASE) IN WORKING CAPITAL $ 414 $ (295) 


CHANGES IN COMPONENTS OF WORKING CAPITAL 


Increases ( decreases) in current assets 


Cash ar E sober чөк рро РИГА b Ib BRATENAO S $ (346) $ 494 
Notes and accounts receivable, net ти, ДАУ TUR PEON. АЙКА so 490 (938) 
Marketable securities .. RIDE RN K TA «e Tope Mme qe 38 (28) 
Inventories . х tia кү, Жу Т E Moa, (81) 15 
Prepaid ех; іт م‎ PIN cee ve ee — 0 (55) 46 
5 46 $ (41) 
(Increases) decreases im currer ° lrabilities 
Accounts pay abl 2:4 EROS SV $ 439 $ (440) 
Notes payable А hy fe ў Rute eR (221) (252 
Accrued expenses їй, : ПУ ө - “ha! 150 805 
$ 368 $ 116 
Increase (decrease) in working capital.......... UNS E RUMP АРЧА S E de $ 414 $ (295) 


The accompanying notes are an integral part of this statement. 


THE CURTIS PUBLISHING COMPANY AND SUBSIDIARIES 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


(1) Summary of Principal Accounting Policies 
and Methods: 


General 


The financial statements include the accounts of The 
Curtis Publishing Company and its subsidiaries, all of 
which are wholly owned. Significant intercompany bal- 
ances and transactions have been eliminated. 


Acquisition 


Acquisitions have been recorded by the purchase 
method. The excess of cost over net assets acquired, sub- 
sequent to October 31, 1970, except for the acquisition 
of Review Publishing Company in 1972, has been capital- 
ized and is being amortized over a period of forty years. 
Tne deficit resulting from the acquisition of Review Pub- 
lishing Company was charged to Shareholders’ Deficit. 
Capitalized amounts relating to purchases prior to Octo- 
ber 31, 1970 of approximately $60,000 are not being 
amortized. 


Purchase And Sales Of Leased Equipment 


Gain or loss on the sale of leased equipment and in- 
come from the'prepayment of interest and points related 
thereto is not recognized until all events have transpired 
to fix the amount of income or gain with certainty. Only 
fees and rent currently earned are recognized as current 
income. Balance sheet ассоог, :ѕ are netted. 


Paid-During-Service Subscription Contracts 


Paid-during-service subscription contracts are receiva- 
ble primarily {a monthly installments up to thirty-six 
months in frequency. It is impracticable to determine the 
amount of such contracts not due within one year, there- 
fore the unpaid portion has been included in current ac- 
counts receivable. Reserves have been established for the 
estimated uncollectible ? mounts. 


Deferred Circulation Fı »motion 


Beginning in 1972, the cost of direct mail subscrip- 
tion promotions which can reasonably be expected to re- 
sult in subscription income in future periods is carried as 
deferred charges and charged against income in the period 


the resulting subscription revenue is recognized 


Subscriptions Paid in Advance 


Many subscriptions are for a period in excess of one 


year. The income resulting from such prepaid subscrip 
tons and the related commission expenses are deferred 
and amortized over the period the subscriptions are ful- 


filled. 


Federal Income Taxes 


Certain income and expenses are not reported for tax 
purposes in the same period as for financial statement 
purposes. Deferred tax effects are recorded for these tim- 
ing differences. 


Benefits from utilization of net operating loss carry- 
forward are credited to capital surplus to the extent of the 
capitai surplus applied to reduction of accumulated deficit 
at the time of recapitalization in 1972. 


The investment tax credit will be included in income 
in the period it is used to reduce the tax liability. 


Depreciation 
Denreciation is provided by the straight line method 


at annual rates considered adequate to amortize costs over 
the use ‘ul lives. 


(2) Plan of Recapitalization and Acquisition of Review 
Publishing Company, Inc.: 


During 1972, a plan of recapitalization was accom- 
plished whereunder the $4.00 Dividend and the $1.60 
Dividend preferred stocks, the old common stock, and 
approximately 80% of the 6% Subordinated Income De- 
bentures, due 1986 were exchanged, reclassified or con- 
verted for new common stock. The acquisition of Review 
Publishing Company, Inc. for new common stock was also 
accomplished in connection with recapitalization. In addi- 
tion, the Company elected, as part of the plan, to exercise 
its option to acquire $1,030,000 of 6% Subordinated In- 
come Debentures from Beurt R. SerVaas, Chairman of the 
Board and President of the Company, at his cost of 
$82,400, plus interest from the respective dates on which 
he purchased the debentures. 


(3) Acquisition Of International Reports, Inc.: 


Effective October 17, 1973, The Saturday Evening 
Post Company purchased from Mr. Guenter Reimann all 
of the outstanding common stock of International Re- 
ports, Inc., a publisher of international financial services. 
The cash purchase price includes an initial instailment of 
$100,000 paid at time of closing, and $300,000 payable 
in 1974, which is reflected in current. liabilities. The re 
mainder of the stated purchase price of $1,650,000 is 
deferred and is contingent, as to timing and amount, on 
income as defined in the purchase agreement, through 
December 31, 1976. The deferred installments bear inter- 
est at New York prime rates. The purchase agreement 
further provides that a royalty on gross sales of current 


publications shall be paid by International Reports, Inc. 
to Mr. Guenter Reimann at the rate of 5% from January 
1, 1977, through December 31, 1981, and thereafter at 
the rate of 3% through December 31, 1986. Additionally, 
Mr. Reimann is to be retained as the Chief Executive Offi- 
cer until he receives all of the sales price of his stock at a 


salary of $50,000 per year. Net income from date of 


acquisition was $13,000. 


(4) Formation of Curtis Equipment Corp.: 


During the year, Curtis Equipment Corp., a Nevada 
corporation, was formed as a wholly-owned subsidiary of 
The Saturday Evening Post Company for the purpose of 
participating in equipment leasing transactions. In several 
transactions during November and December, 1973, 
Curtis Equipment purchased from leasing companies, 
subject to existing leases data processing equipment in the 
amount of $19,620,771, and leased-back the equipment 
in the same transaction. The purchase price was paid in 
cash of $2,613,582, non-recourse notes of $16,807,189 
and notes with recourse against the purchaser of 
$20,000. The user-lessees are major industrial and com- 
mercial companies. Curtis Equipment in turn, sold the 
subiect equipment and leases to several limited partner- 
ships. The consideration for the sales was cash of 
$287,936 and non-recourse notes of $20,765,309. In 
addition, the partnerships prepaid interest on their obliga- 
tions in the amount of $3,557,788. Fees of $1,232,142 
were paid to others in connection with the transactiers. 
The resulting taxable income of $3,790,633 has been off- 
set by utilization of the net operating loss carryforward of 
affiliated companies. Net income included in the consoli- 
dated statement is $17,000. 


(S) Commitments and Contingencies: 
Income Taxes 


Based upon the tax returns, as filed or to be filed, the 
Company's net operating losses would expire as follows: 


PLE E TUO Y Ce esie Non Ros n $18,921,000 
КЕС n s CHUTE 3,335,000 
КОНЕ су азан a wate кез 2,216,000 
КЕЛМЕС» Уу cele soe кенеа еа 152,000 


Fhe Company's Federal income tax returns for-1963 
and all subsequent years are subject to audit by the In 
ternal Revenue Service and the net operating loss carry 
forwards could therefore be subject to significant chanpe 
Phe utilization. of the above net operating loss carry 
forwards is subject to the Company's ability to generate 
taxable income of the types and in the amounts necessary 
to utilize such carryforware prior to the years of ex- 
piration. 


420a 


9 


Litigation 

The Company is a defendent in lawsuits, and a party 
to other actions and claims. In the opinion of manage- 
ment these claims and actions can be resolved in a manner 
which will not jeopardize the continued existence of the 
Company. 


(6) Marketable Securities: 


On January 9, 1969, The Saturday Evening Post 
Company purchased 79,511 shares of Lin Broadcasting 
Corporation common stock for $44 a share. The quoted 
market price on that date was $30 per share. At December 
31, 1969, the investment was written down to $700,000, 
to reflect the approximate quoted market value. In 1971, 
the Company sold the shares for approximately $915,000, 
and the resulting gain of $215,000 was recorded as an 
extraordinary credit. 


During the year, the legal proceeding which had been 
instituted by the Company as a result of this purchase was 
concluded by a court-approved settlement. Pursuant to 
that settlement, The Saturday Evening Post Company re- 
ceived a Stock Subscription Agreement to subscribe for 
and purchase 52,973 shares of common stock of Lin 
Broadcasting Corporation at the price of $9.20 per share 
through December 6, 1976. In addition, as part of the 
settlement, the Company reached an accord with Mr. 
Frederick H. Gregg, Jr. which would require that Mr. 
Gregg pay the Company $100,000 over a period of four 
years. 


The Company has assigned its rights to subscribe to 
26,000 Lin shares and its settlement with Mr. Gregg to 
Morgan, Lewis & Bockius in satisfaction of legal fees. 


The remaining rights to purchase Lin stock were sold 
subsequent to December 31, 1973 for $1.00 per share. 


(7) Lease Obligations: 


The Company has lease obligations for sales offices of 
approximately $30,000 per year through 1982 and for 
equipment of approximate'y »100,000 per year through 
1975. The Company has arrangements for rental of gener- 
al offices. Total rent expense in 1973 was $312,000. 


(8) Stock Option Plan: 


The Company’s Quah ock Option Incentive 
Plan, as amended in 1964, expired by its terms at the end 
of 1973. No options were granted during 1973, and none 


were outstanding as of December 31, 1973 


(9) Pension Plan: 


Effective December 31, 1970, the Pension Trust of a 
subsidiary was terminated and the Board of Directors 


authorized the Trustees to provide for the accrued bene- 
fits of eligible employees and to refund to the Company 
any balance remaining. A final liquidating payment of 
$61,000 was received and credited to accumulated 
deficit. 


(10) Change of Accounting Method: 


In 1972 the Company began deferring expenses re- 
lated to direct mail subscription promotion efforts to 
more closely match these expenses with subscription 
revenue (Note 1). In prior years the Company had ex- 
pensed these costs as incurred. The change had the effect 
of increasing net income in 1972 by $349,000 and $.15 
per share. 


(11) Reserves: 


Reserves had been provided in prior years, based 
upon best estimates of collectability of the applicable re- 
ceivables or for anticipated results of disputed items. The 
Company has reduced such reserves to the extent of sub- 
sequent collections or settlements of disputed items. 


(12) Federal Income Taxes: 


Income tax expense is made up of the following 


components: 1973 
Current $2,080 
Deferred credits (1,990) 

$- 90 


Deferred tax credits result from timing differences in 
the recognition of revenue and expenses for tax and finan- 
cial statement purposes. The sources of these differences 
in 1973 and the tax effect of each were as follows: 

Interest accrued, not deductible until 

paid > (37) 
Income on sale of computer equip- 

ment, deferred for financial state- 


ment purposes (1,813) 
Circulation promotion costs deferred 

for financial statements purposes 284 
Subscription commissions previously 

deducted for tax purposes (244) 


Subscription income deferred for fi- 
nancial statements (305) 


Provision for bad debts in excess of 


allowable tax provision (154) 
Settlement costs accrued. in prior 
year, deductible when paid 204 


$1,990) 


(13) Notes Payable and Long-Term Debt: 


Notes payable and long-term debt outstanding at 
December 31, 1973 include: 


Capitalized leases maturing to 1977 

payable monthly at interest rates 

of 8-10%, collateralized by equip- 

ment $ 80 
Notes payable to Banks, 8-10 7475, 

payable to 1977, collateralized in 


part by equipment $206 
Notes payable to individuals, 5-10%, 

payable at various dates to 1976 430 

716 

Less current portion 652 

Long-term $ 64 


(14) Earnings Per Share: 


Net income per share of cc;zamon stock in 1972 is 
based on 2,270,566 shares, which was the number of 
shares of new common stock outstanding after recapitali- 
zation (Note 2). Earnings per share for 1973 is based on 
the weighted average number of shares outstanding during 
the period, 2,272,992. 
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THE CURTIS PUBLISHING COMPANY AND SUBSIDIARIES 
Five Year Financial Review 
(In thousands of dollars except per share amounts) 


Year ended December 31 


Se‏ کے 


1973 1972 1971 1970 1969 
OPERATING RESULTS 
Net revenues $ 9,052 $ 6,134 $ 5,894 S576. 8 $ 32,031 
Net income (loss) before 
extraordinary items $ 32H $ 21 $ (900) $ (2,927) $(11,137) 
Extraordinary credits 
(charges) $ - $ 20 $ 3,144 $ 2917 $ (8,296) 
Net income (loss) $ 111 $ 41 $ 2,244 $ (10) $(19,433) 
Net income (loss) per 
common share $ 05 $ 02 $ 99* $ ы $ (8.56)* 
YEAR END 
FINANCIAL POSITION 
Ratio of current assets to 
current liabilities : 1.16 (.93) 1.07 (.89) (.65) 
Property and equipment (net) $ 268 e 273 $ 95 $ 86 $ 9,950 
Long term debt $ 1,920 $ 1,891 $ 2,847 $ 12,593 $ 12,114 
Debenture interest included 
in long term dcbt $ 566 $ 489 $ 2,358 $ 2,542 $ 1,944 
Shareholders’ deficit $ (5,765) $ (6,081) $ (12,993) $ (17,362) $ (14,720) 
Net book vaiue per common 
share $ (2.53) $ (2.68) $ (8:72) $ (7.65)* $ (6.48)* 


* Restated for recapitalization in 197^ 
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A 202 Affidavit of Personal Service of Papers LUTZ APPELLATE PRIN I ERS, INC. 


UNITED STATES COURT OF APPELAL 
FOR THE SECOND CIRCUIT 


Index No. 
OSCAR GRUSS & SON 
Piaintifi- Appellees 
- against - Affidavit of Personal Service 


CURTIS PUBLISHING CO. 
Defendant- Appelant 


STATE OF NEW YORK. COUNTY OF NEW YORK 


I, Victor Ortega, being duly sworn, 
depose and say that deponent is not a party to the action, is over 18 years of age and resides at 
1027 Avenue St. John, Bronx, New York 


That on the Au t day of Mov MO —19 75 al 198% East 42nd Street 


deponent served the annexed APPA A A 


upon 


Kass, Goodkind, Wechsler & Gerstien " 
the Attorneys in this action by delivering & true copy thereof to said individual 


personally. Deponent knew the person so served to be the person mentioned and described in said 
papers as the Attorney(s) hereir 


Sworn to before me, this 2 gt 
day of we... БАЖ. у. 


VICTOR ORTEGA 


“ОВЕВТ 
UB! '{ зе б 
No. 31 0418950 
Qualified i; 
Commissi 


TAR | 
ew York 


New York Count 
оп Expires March 30, 1972 


